THE OUTLOOK 


Peak of Financial Strain Now-Past—The Bankers and Foreign Trade Financing—Railroads 
Making Progress—Extent of Deflation—The Market Prospect 


in the demand for business loans would be passed within 
30 days. 
contraction of $50,000,000 in such loans. 
definitely predicted that loans will now decrease regularly, 


but it is clear that the worst of the financial strain is over. 
2 


[’: the last “Outlook” we stated our belief that the climax 


The latest Federal Bank statement shows a 
It cannot be 


HE broad trend of money rates is now 
toward lower figures. Where very 
good securities were issued last summer to 
yield 8%, that rate is no longer necessary 
to attract investment capital A 712% 
rate is now adequate, and hereafter it is proBable that 7% 
will suffice. The time money rate clings around 8%, where 
814%. or even 9% was paid earlier in the year. 

This. is perhaps an opportune moment to mention the fact 
that under the present policy of the Federal Board the fall 
of money rates is likely to be slow. To facilitate the crop 
movement, a large increase in commercial rediscounts has been 
permitted, and it is probable that the Board will wish to see 
these materially cut down before discount rates are reduced 
from current figures. 

This is all the more true because there are still outstanding 
$1,200,000,000 of bills discounted which are based on 
Government war obligations. While this is a reduction of 
about 30% from the maximum, it is highly desirable that all 
of this war paper should be taken out of the banks as soon 
as possible. It was the intention of the Federal Reserve Act 
that only business paper should be rediscountéd. The in- 
clusion of Government obligations was a war measure and 
now that the war is over this class of paper should be taken 
out of the banks, even though it might be necessary to dis- 


FALL IN 
MONEY WILL 
BE SLOW 


criminate against it by naming a higher rediscount rate on 
war paper than on business paper. 

After the war panic of 1914, commercial paper rates 
dropped in three months from 7% to 3%, but no such sharp 
decline can be expected now. 

o as 

HE sound and constructive attitude 

assumed by both the Secretary of the 
Treasury and the American Bankers’ Asso- 
ciatien in regard to the financing of domestic 
and foreign trade is a matter for universal congratulation. 
Both went on record as opposed to the extension of Treasury 
assistance to aid in holding goods off the market for higher 
prices. In view of the very sharp decline in prices of wheat, 
cotton, and many other commodities, this attitude required 
considerable courage. 

There is no good reason why those who own any com- 
modity which has fallen in price should not continue to carry 
and hold as much of it as they can, if that appeals to them 
as sound business foresight. Whatever objections there were 
to such action during the war or during the period of scarcity 
which followed the war, have now lost their force. Prices 
are stabilized and regulated by the action of those who ac- 
cumulate such goods at low prices and sell at higher prices. 
They perform a valuable public service and are entitled to 
reasonable profits as a reward and as a return on their capital 
tied up in the operation. ; 

But there is no reason why those who desire to follow this 
policy should expect the Government te help them, either 
directly or indirectly; nor should they expect the banks to 
lend them money for such purposes until after the banks have 
taken care of current business needs and have a surplus of idle 
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money on hand. When such idle money accumulates, if 
those who are carrying goods in the hope of a recovery in 
prices are willing to pay the banks an attractive rate for the 
use of it, we see no reason why objection should be raised. 

It is equally true that no permanent gain would be likely 
to result from direct Government loans to aid foreign trade. 
The experience of Germany showed that a subsidized foreign 
trade is worth but little. 

But the Government, through the Edge Law, has placed 
in the hands of banks and investors the machinery by which 
our investment capital may be advantageously used to promote 
foreign trade. An article in this issue emphasizes the im- 
portance of careful selection in the purchase of foreign securi- 
ties. The Edge Law has created the machinery through 
which such careful selection may be exercised. 

As the author of the Edge Law explained in an article 
in this magazine some months ago, a single large corporation 
formed under the Edge Law has decided advantages over a 
large number of small corporations. It is therefore particu- 
larly encouraging that the bankers are so strongly in favor of 
a $100,000,000 corporation, which would permit the issue 
of $1,000,000,000 Edge Law debentures based on selected 
foreign security. 

So far, our domestic need for capital has been so pressing 
that we have had little to spare for the promotion of foreign 
trade; but that is a temporary phase, which is passing with the 
steady accumulation of capital now appearing. In this con- 
nection, the revision of State savings bank laws to permit the 
banks to invest in bankers’ acceptances would certainly be a 
most desirable step. » « @ 


HE speeding up of railroad traffic, 


TRAFFIC Bek 3 

CONGESTION which is now clearly demonstrated by 

RELIEVED returns from the various roads, is an eco- 
nomic factor of fundamental importance at 

this time. In June the roads were loading about 769,000 


cars weekly. For the week of Sept. 5th this figure reached 
995,000. The average movement of each freight car per 
day has also been increased. Late figures on this point are 
not available, but the average mileage undoubtedly is well in 
excess of 26 miles daily. Best of all, this has been accom- 
plished together with a reduction of forces and the weeding 
out of a good many inefficient employees. 

Railroad efficiency is doubtless. more important to the 
general welfare than efficiency in any other line of business. 
It is to be hoped that the Executives will not be satished with 
present achievements in this direction, but will redouble their 
efforts. In the matter of heavier car loading, they are greatly 
in need of help from the Interstate Commerce Commission, 
which establishes minimum loading regulations. For current 
conditions, minimum loading figures are now too low. 

Current railroad earnings are, as a rule, satisfactory, 
though they do not reflect the full amount of the rate increases 
because of some falling off of traffic. The increase in rates 
has naturally eliminated some long-haul business on which 
the margin of profit for consignor and consignee was small. 


HE peak in labor costs has now been 


LABOR 

MORE passed. In a few instances employees 

EFFICIENT have voluntarily accepted moderate wage 
reductions in order to permit the resumption 
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of work which had been suspended because unprofitable. 
The highest point of commodity prices was reached eight 
months ago and an average decline of 20% has since occurred. 
In the sharp advance of commodity prices which began about 
the middle of 1916, the “‘lag’’ of factory wages was some- 
what over a year, and it was nearly two years before {ull 
parity with prices was obtained. That was under war con- 
ditions, when prices were advancing so rapidly as to run 
away from the constant wage advalices which occurred. 

The present situation is different. Nevertheless we are 
not inclined to expect any considerable wage reductions before 
spring. Workmen are naturally determined in their adherence 
to the better wage-scales which they have obtained. 


* + 


FALL of 20% in the general price 


— level, at a time when investment se- 
DEFLATION curities have depreciated far more than 


that, ought to go a long way toward re- 
leasing enough credit to stabilize the situation. The effect 
of such a deflation is not immediate, but requires some months 
in which to percolate through general business channels. 

In some lines, such as cotton, wool, silk, automobiles, 
wholesale shoe prices, etc., the decline has probably about 
run its course. In other directions the general tendency is 
being more stubbornly resisted by manufacturers, whole- 
salers or retailers who are unwilling to take losses on their 
stocks of goods on hand, so that liquidation takes longer. 

We believe that further declines in the general level of 
prices will at any rate be much less precipitous. Further 
liquidation should be more orderly. If any financial panic 
was coming it would have arrived ere this. There are many 
difficulties to be cleared up, and failures around the first of 
the year will doubtless be heavier. Business activity is fall- 
ing off and a period of relative quiet is probable, but the re- 
adjustment should be accomplished before spring and Marc 
should bring the beginning of a substantial revival. — '’ 


+ + 


HE situation is working itself out sub- 


> stantially as indicated in previous 
PROSPECT issues of this publication. With the money 


market showing a definitely improving 
tendency, the trend of bonds and high-grade preferred stocks 
will continue upward without more than moderate reactions. 
Liberties and municipals should advance further after Jan. |, 
if not before. Second grade railroad bonds and railroad stocks 
will respond to earnings statements, which are beginning to 
come to hand and should be carefully watched, as they give 
the first statistical evidence of what the roads can do under 
the new conditions. 

We expect industrial stocks to show a generally improving 
tone. The issues of the best companies have probably already 
discounted the business dullness which is now appearing. 
Their next move should be to discount the improvement which 
always follows depression in due time, but such a move might 
of course be delayed for a time by any adverse news develop- 
ments. The position of the coppers is uncertain and there may 
be opportunities to buy them still cheaper. 

We are decidedly optimistic as to general prospects for 
1921. Tuesday, October 26, 1920. 
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Some Reasons Why It Is Time to Buy 


Rothschild’s Advice Applied to Present Conditions—The Arguments of the Bears—The Most 


“B UY Rentes,” said Rothschild. 

“What? Bry Rentes when the 

streets of Paris are running with 
blood?” he was asked. 

“Yes, buy now, because if the streets 
of Paris were not running with blood you 
would not be able to buy at these prices.” 

When tight money forces liquidation 
of bank loans; when automobile manu- 
facturers are unable to have their sight 
drafts discounted at the banks; when 
profiteers are obliged to sell stored up 
commodities at ruinous sacrifices; when 
business men cannot expand business be- 
cause the banks won't let them have the 
money; when railroad credit is bad and 
building operations are curtailed because 
there are not funds enough to go around 
then it is time to buy sound investment 
stocks and bonds. - 

The market started to discount this 
situation a year ago, and although we 
have not experienced a panic, many people 
have been in a panicky state from time to 
time. If they had reached this condition 
all at once there would have been a panic, 
for a panic is merely a mental condition 
in which everybody loses his head. 


Convalescence 


The crisis has been reached and passed. 
When a person is recovering from typhoid 
or pneumonia he does not get up and run 
a mile the day after his fever breaks. It 
takes time to recover strength, physical 
or financial. 

Look back at the fluctuations and you 
will find that the panic in railroad stocks 
really began in the reign of Roosevelt. 

culminated in 1917. In 1920 the average 
price of railroads returned again to the 
1917 level. It has lifted only slightly, 
although some people seem to think we 
have had a bull market in the rails. 

In the industrial list, liquidation has 
been severe. Declines have run into the 
dozens and scores of points. Some se- 
curities have lost 75 to 100 per cent of 
their gains since the war. Some observers 
say, “They are nowhere near as low as 
they were in 1913 or 1914. They have a 
long way to go to reach panic levels”. 
But these people do not take into account 
the vast amount of earnings that have 
been put back into the properties, the ex- 
pansion of their production capacity, the 
reinforcement of their earning power, and 
the great financial strength which was 
acquired by many industrial companies 
during the war. 

It is Wall Street’s custom to follow the 
lead of suggestions made by those who 
distribute the news and who thus, to a 
certain extent, control public sentiment. 
While it occasionally pays to follow the 
crowd, because everybody is stronger 
than anybody, in the long run that kind 
of money does not stick. It is the man 
who has the experience and judgment to 
think for himself who will make and keep 
money. We should therefore examine 
some of the bear arguments which are 
now prevalent and see if they have not a 
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Promising Issues 
By RICHARD D. WYCKOFF 


silver lining when turned inside out. 


Some of the Ammunition 
When, for example, I read ir the N. Y. 
American that Sears-Roebuck & Co. are 
hopelessly tangled in a $90,000,000 inven- 
tory acquired in the last nine months; 
how with $17,000,000 a year in maturities 
and $3,500,000 in interest charges per an- 
num, the company which has only earned 
$21,000,000 per annum is in rather a sad 
plight, I ask myself whether it is not 
likely that Sears-Roebuck & Co. has been 
buying goods when other people were 
forced to liquidate? Also what other 
commercial organization could have raised 


‘that much money and bought that amount 


of goods during such a period of money 
stringency? And when the bears take 
advantage of such articles to raid the 
stock, I decide that it is time to buy Sears. 

When a stock like Bethlehem Steel, 
which will probably earn $30 per share 
this year—nearly half its recent low 
market price (65)—with only a small 
percentage of this amount paid out in 
dividends, I believe that sooner or later 
the bears will get the worst of it and 
that the investment buyer who is content 
to purchase and disregard fluctuations will 
eventually be rewarded. 

When I see what was formerly re- 
garded as a gilt-edged investment stock— 
Canadian Pacific—selling at 120, and 
paying 10% without any benefit from the 
higher rates recently granted, it is time to 
take advantage of foreign liquidation. 

When an investment stock like Ameri- 
can Car & Foundry, with three years’ div- 
idends at the rate of 10% set aside for 
payment whether the company earns a 
dividend or not during that period, and 
when I remember that a safe 10% stock 
formerly sold at from $175 to $200 per 
share, I cannot concede that it is any time 
to liquidate American Car & Foundry. 

When pessimists tell me that the busi- 
ness reaction, coupled with the heavy 
taxes which corporations have to pay, will 
leave nothing for the stockholders, I re- 
call the fact that there is hope for a re- 
adjustment of the burden. 


Market Liquidates Just Once 


The market seldom liquidates over the 
same ground more than once unless there 
are more serious causes for such liquida- 
tion. Since October, 1919, we have wit- 
nessed three important declines, culminat- 
ing in February, May and August, this 
year. In all three of these instances sup- 
port was encountered at practically the 
same level—a level where investment de- 
mand, plus accumulation by large opera- 
tors, overcame liquidation by weak or 
frightened security holders. 

What began in the stock market a year 
ago has also taken place in commodities. 
Inquire of those who know the sugar, 
leather, wool and other markets and you 
will find that the process of liquidation 
in these lines has been strikingly similar 
to that which occurred in the security 


markets and which is now going on in 
the wheat and cotton markets. Manufac- 
turers and dealers were loaded up with 
speculative lines and were carrying them 
on a thin margin. When a squeeze came, 
they had no one to sell to but each other. 
The process was painful but inevitable. 

All these are symptoms of financial 
and commercial sickness which has and 
is effecting its own cure. Having a 
tooth pulled is no fun, but it is pretty 
sure to stop the ache. The liquidation 
has laid the foundation for a bigger and 
healthier volume of business within the 
next year, and as the market looks for- 
ward and not backward, we interpret 
the recent action of the prices of stocks 
and bonds as indicating better things 
for the future. 

The best foundation for a healthy and 
active commercial situation is a genuine 
investment demand. This has appeared 
in recent months and is growing broader 
daily. While many of the recent new 
issues have borne a foreign label, the time 
is approaching when even that most dis- 
credited industry, railroading, as well as 
others, will be able to obtain their share 
of the money now being released from 
commercial lines and created by the crops. 


While the streets are not running with 
blood, the American public has been 
sweating blood most of this year, and the 
process has gone far enough. It is there- 
fore a time for optimism; a time to forget 
the losses and the liquidation of the past 
nine months, except as to the lessons we 
have learned therefrom, 

I believe it is time to buy investment 
securities, consisting of well secured, long 
term, high yield bonds; preferred stocks 
because they pay handsome returns and 
have no maturity dates; industrial com- 
mon stocks which are reinforced in their 
intrinsic value by profits already realized 
and reinvested. 

I do not remember a time in which the 
amount of securities carried by brokers 
was so small, considering the number 
of listed securities and the enormous in- 
creases in volume of shares created. 

I do not remember a time when securi- 
ties of such unquestioned intrinsic value 
and earning power could be bought 
while earnings were running from 25% 
to 50% of their market prices. 

I believe that the worst of the money 
stringency has been passed and that we 
are close to a period when funds will be 
released for the expansion of business in 
the railroad, public’ utility, industrial, 
building construction and other fields. 

I believe we shall have greater and more 
soundly based prosperity in 1921; that 
Europe will gradually pay its debts; that 
corporations and individuals will be partly 
relieved of the burden of taxation, which 
will mean more dividends for the stock- 
holders; that we are approaching a safe 
and sane period in which confidence in 
the future and great business activity will 
replace the pessimism of 1920. 



















Investment Bankers Predict Prosperity 


Ninth Annual Convention Just Concluded in Boston Pledges Nation-Wide Campaign Against 
Fraudulent and Speculative Securities—Money “Easier” Next Year 


CCORDING to our financial agents of 
economic and industrial reconstruc- 
tion, the Jnvestment Bankers of 

America, who foregathered nearly eight 
hundred strong the early part of this 
month in Boston for their ninth annual 
convention, the country is on the threshold 


KEEPS OLD JOB 


Frederick R. Fenton, who reported 

greatest increase in membership I. B. 

A. for the year ending August 31, re- 
elected secretary 


of a newer era of prosperity; profi- 
teering is on the decrease, and prices 
will continue in their decline, though 
no “drop” such as might throw La- 
bor out of joint, is discernible. More 
important than all these things from 
the standpoint of these security mer- 
chants, money promises to be “easier” 
during the coming year. Good news, 
indeed, to these brokers (we may as 
well give them their right title), for 
these are the men “who go get the 
money” necessary to keep the wheels 
of industry turning. Public utilities, 
so an estimate was made at the con- 
vention, will need a billion dollars a 
year for some years to come (as 
much as it costs to operate our steam 
railroads). Municipalities, railroads, 
irrigation enterprises, marine and 
real estate projects all wait on the 
energy and enterprise of these 
brokers, nor will the nation ever for- 


get the whole-heartedness with which they 


came to the rescue of a somewhat worried 
Treasury Department which needed twen- 
ty billion to clean up the Hun and didn’t 
know how to raise it. 


Incoming President Discusses Outlook 


“The dreaded part of the war period 
has passed”, according to the new presi- 
dent of the I. B. A., Roy C. Osgood, “and 
we are moving toward readjustment and 
standing the strain pretty well, though in- 
vestment bankers will not need to com- 
plain for lack of difficulties, occupying as 
they do the field of permanent as dis- 
tinguished from temporary financing. No 
matter which party comes into power, 
clear-headedness will be necessary by in- 


By FRANCIS J. OPPENHEIMER 


vestment bankers, for there will be a new 
outlook, caused not only by the change 
from war to peace time conditions, but by 
the change which invariably follows public 
criticism.” 

Mr. Osgood said he had no well de- 
fined legislative plans, nor would any be 
made prior to election time, for next year 
we would be faced by a revision of the 
government fiscal program expressed 
through tax measures. Also, that there 
was an urgent need for a better co-opera- 
tion between the Federal and the State 
governments regarding more adequate 
protection for investors. “It is unfortu- 
nate for business that a consideration in 
Congress of readjustment measures should 
have felt the force of political expediency 
made stronger by the nearness of a polit- 
ical campaign,” he stated. 


“THE WHOLE WORKS” 


is the way nearly everybody in the 
I. B. A. describes Philip S. Dalton, 
chairman, general committee 


Wilson’s Views on Factory Shut-Downs 


Thomas E. Wilson, the well-known Chi- 
cago packer who spoke on The General In- 
dustrial Situation, said other things than 
that “the home is the unit of our country”. 
Nor did he stop with the phrase, “time 
honored traditions of America”. He came 
from Chicago to say something and he 
did. In fact, his remarks were the one 
sobering influence on a somewhat high- 
hearted party. First he warned his hear- 
ers that “Industry has no moral right to 


close its doors in such a time as this mere- 
ly to prevent shrinkage in accumulated sur- 
plus or for the purpose of limiting produc- 
tion so as to create artificial values, for 
materials on hand”, And—that “autocratic 
management of industry on one side with 
a militant, bitter and class-conscious or- 
ganization of labor on the other side, 
would no longer be supported by public 
opinion, and where such a condition ex- 
ists, it presents a problem, the solution 
of which must be found”. 

The work of the Investment Bankers’ 
Association of America is done mostly by 
committees that’ have been very active 
during the year investigating and keeping 
records which were read back to the con- 
vention in the way of reports. The 
“group” reports covering the larger 
centers, and a new idea of the I, B. A. 

were, in the main, optimtistic in tone 
and encouraging, generally. O. B. 
Willcox, chairman of the public ser- 
vice committee, almost brought his 
hearers to their feet at the conclusion 
of his reading, so substantial, so hon- 
est, had his investigations been. One 
electrical manufacturer now has on 
hand, according to Mr. Willcox, or- 
ders for 500,000 h. p. turbines, and the 
total output this year, by all the manu- 
facturing companies, including the ap- 
paratus used by the utility concerns, 
water-power, control-station, etc., will 
exceed one billion dollars. That the 
past year, in many respects, was the 
most notable in the history of Amer- 
ican utilities. That the present situa- 
tion is “distinctly encouraging”; and, 
“The functions of public service are 
better understood ; the financial prob- 
lems are recognized and are being 
solved. The critical observer cannot 
escape the just conclusion that the 
public in limiting the rate of return 
on utility investments, has become re- 
sponsible for a fair return.” Regard- 
ing the new water-power commission, 
Mr. Willcox commented, “It remains 
to be seen if it will encourage or dis- 
courage investors in the United States 


THE NEW PRESIDENT 
Roy C. Osgood, student of taxation, 
and of “things as they are,” including 
politics, ought to carry the usefulness 
of the I. B. forward next year 
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in the development of our water powers, 
which are second to none in the world.” 


Support of Public Utilities Urged 


“Resolutions” were adopted by the 
board of governors of the I. B. A. re- 
garding public utilities to the effect “that 
there should be co-operation between the 
investment bankers and the owners and 
operators of utilities and the regulating 
officials, in laying before the public full in- 
formation respecting the vital importance 
of prompt and continuing expansion of all 
kifids of utility services; and in encour- 
aging such utility regulation as will pro- 
vide sound credit as the basis for financ- 
ing, to the end that the investing public 
may provide the necessary funds by in- 
vestment in sound utility securities.” In 
this connection, Carl D. Jackson, member 


of the Wisconsin railroad commission, 
read a somewhat lengthy, uninspired 
paper. 


Taxation, a topic uppermost in every 
modern mind, was treated in a report sub- 
mitted by the new president, Mr. Osgood, 
whose I. B. A. labors last year con- 
cerned themselves with this subject, he 
being Chairman of the Committee. Na- 
turally enough, the sales tax came up, as 
a substitute for the excess profits tax, 
though nobody introduced the Harriman 
plan for funding the Allied debt as a 
means to lift the burden. Speaking un- 
officially, Mr, Osgood said; “I think the 
proper theory for an income tax should 
never cause it to rest upon the income of 
any artificial entity. Nor should it be 
levied upon a corporation. It should not 
be levied uffen a partnership, nor a so- 
called. Massachusetts trust or any other 
artificial method of doing business. The 
reason for this is simple. All these ar- 
tificial entities are composed of individ- 
uals, and all of our tax difficulties have 
grown out of the difficulty that rests in 
levying and adjusting taxes between the 
owners of the artificial entity, and that is 
the stock-holders or the partners or the 





LISTENING TO A COMMITTEE 
REPORT 


Also, for the sound of my sketching. 

Dodged me three times, refusing to 

pose for a libel. Got him at last on a 
rear elevation 


beneficiaries of the Massachusetts trust 
and the artificial body itself”. It would 
be unwise for his Committee to come out 
for the adoption of a sales tax now, ac- 
cording to Mr. Osgood, for nobody yet 
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can prophesy the fiscal needs for the next. 
year. In the discussion of this report 
the tariff question came up and I hazard 
a prediction that it will loom larger all 
the time in public discussion of this sub- 
ject, 


George W. Hodges Speaks His Mind 


I asked the retiring president, George 
W. Hodges, what he thought about “blue 
sky” legislation, bringing a snappy reply 
to the effect that “There is nothing ro- 
mantic about fraud, theft or stealing, so 
why use the phrase?” I bowed. “We 
wouldn't call a law to prevent adultera- 
tion of food, ‘The Green Sea Act’, would 
we?” Hodges was getting heated. “The 
Volstead Act is a splendid thing, so far as 
it goes,” my enlightenment was being con- 
tinued, “but it’s not enforced. There are 
not enough attorneys. It’s a bit of a 
dead letter law, due to the fact that neither 
our Federal or our State attorneys can 
spare the deputies to follow up its infrac- 
tions. In my opinion, its control and 
operation should pass out of the Depart- 
ment. of justice into the Treasury Depart- 
ment. Through the Federal Reserve sys- 
tem, with its twenty thousand agents, it 
would be possible to check up on these 
frauds, and without any extra expense!” 
The report of the Committee on Fraudu- 
lent Advertising, stated, “In our opinion, 
there is enough law on the statute book to 
reach all cases of fraud if the authorities 
will prosecute the violators”. The italics 
are mine and are intended as emphasis to 
the comment of ex-president Hodges given 
above. 

It being Boston, Ponzi’s name naturally 
came up. In fact, it was introduced by 
Charles A. Morse, governor of the Fed- 
eral Reserve for that district, who stated, 
“He did not pretend to explain his system 
because he said it was-a secret process 
and his clients could not understand it 
anyway. What happened? He got out 
of the pockets of the people some ten 
million dollars at least, and probably 
much more, because they did not have the 
proper place to invest it”. As THe Mac- 
AZINE OF WALL Street said, last issue, 
“Indications have accumulated to show 
that, today, the ‘small investor’ is a man 
to be reckoned with”. 

The work of the Legislative Committee 
was directed mainly toward new legisla- 
tion looking to the control by the National 
and State authorites, in their respective 
jurisdiction, of fraud and misrepresenta- 
tion in the offering of securities. Prog- 
ress was made, so it reported, both in 
new legislation and in the bringing about 
of co-operation with the various State 
officials in the practical application of 
laws in effect. This committee indorsed 
the Volstead Act, with a comment that 
it gives too much power into the hands 
of administering officers, and as regards 
State legislation, “It seems certain that 
acts seeking to control the evil in the 
various States will have to be made uni- 
form, and every active co-operation be- 
tween the officials of the various States 
maintained in order to control the fraud- 
ulent securities menace, particularly when 
it takes the form of Interstate traffic”. 


Lamont Sees Expansion 


Thomas W. Lamont, chairman of For- 
eign Securities Committee, being detained, 





his report was read by another member, 
Charles W. Williams, Fidelity Trust Co., 
Philadelphia, and the first treasurer of 
the I. B. A. That Lamont did not neglect 
to go into details of the Four Power Loan 
may be taken for granted ; and in this con- 
nection, the consortium was consummated 
in the city of New York a couple of weeks 
ago. Good stuff, all of it, from which 
only the briefest excerpt will be made. 
“It is the belief of the committee that 
the next few years will witness a consid- 
erable expansién of the interests of the 
American investing public in foreign 
issues. The process of financial and eco- 
nomic reorganization, not only in Europe 
but in other countries, such as Mexico and 





THE RETIRING PRESIDENT 
George W. Hodges assumed this some- 
what peeved expression when I tried 
to get him to endorse the idea of 
and _ hall-marking se- 
curities 


standardizing 


China, should afford exceptional opportun- 
ities to the American investor. 

“The readiness of the investing public 
of the country to purchase the obligations 
of foreign governments signifies, in the 
belief of this committee, a very hopeful 
step forward in the business life of the 
United States. The future prosperity of 
this country is so closely interwoven with 
the rehabilitation of the European coun- 
tries, which have in the past been sub- 
stantial customers of this country, that 
every reasonable effort consistent with our 
domestic financial and industrial situation 
should be made by the I, B. A. to pro- 
mote the distribution throughout this 
country of the obligation of the European 
countries which are clearly entitled to 
credit accommodations.” Regarding 
Mexico, the committee has been unofficial- 
ly advised that Gen. Salvador Alvarado, 
Secretary-Treasurer of the provisional 
government, “desires to discuss Mexico's 
finances with the American group at the 
earliest possible moment”. It should be 
borne in mind that the present govern- 
ment has not yet been recognized in Wash- 
ington, and until it is, serious discussion 
of these matters must, of necessity, be 
postponed. 

“The most cursory survey of the re- 
cent history of corporate financing reveals 
as its striking characteristic the increas- 
ing prominence of industrial issues,” re- 
ported Harold Stanley, chairman of this 
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committee and a vice-president of the 
Guaranty. The Marine Securities Com- 
mittee concerned itself with a discussion 
of ship mortgages, devoting most of its 
attention to threshing out Section 30 of 
the Marine Act, which became etfective 
by President Wilson’s approval June 5 
last, and which embodies, generally, the 
substantive provisions of the Ship Mort- 
gage Bill. The Real Estate Committee 
reported that bonds secured by real estate 
are in a process of standardization and 
that “It is a fact that in the minds of 
many people, there is a deep seated idea 
that, next to Government bonds, the prime 
security is land”. 


General Business of the Convention 


Last May the Board of Governors 
thrashed out the subject of Sydicates and 
the committee in charge of this issue had 
a lively session. Standard and Daylight 
Saving Time figured in these almost 
heated discussions in which the phrases, 
“false starts”, “left at the post” and “un- 
fair’ were bandied about. Nothing cas- 
ual nor academic about these sittings, 
which developed that frequent violations 
occur in the spirit and letter of syndicate 
agreements by all hands. Nobody was 
spared. Somebody must have told some- 
body to put on the soft pedal, for no ac- 
tion was taken in this serious matter, but 
“resolutions” were advocated, adopting 
the improvements of methods in the syndi- 
cation and distribution of securities. The 
Irrigation Committee complained of the 
exodus of the farmer to the city, comment- 
ing, “Without substantial increase to our 
food supply, our country will soon be 
called upon to make large importations of 
cereal and meat products rather than con- 
tinuing our export business, business of 
which nature our country has heretofore 
enjoyed”. 

Municipal Committee reported an “off 
year” as far as meeting of legislatures 
were concerned, and the Government 
Bond Committee passed “resolutions” to 
the effect that the I. B. A., because of the 
habits of thrift inculcated by them, “com- 
mends and will strongly support the pro- 
gram of the Secretary of the Treasury for 
the sale of War Savings and Treasury 
Certificates”; also that “each member of 
the association be urged to encourage, 
wherever possible, Liberty Loan Bonds 
and Victory Notes.” In this connection, 
Frederick R. Fenton, re-elected secretary 
of the I. B. A., commented, “The Liberty 
Loan campaigns taught the people the 
virtue of making their money work for 
them”. 

In the closing sentence of his report, 
the chairman, retiring President Hodges, 
said of Allen B. Forbes’ Railroad Com- 
mittee report: “has emphasized the im- 
portance of establishing credit on a basis 
which will make it possible for railroads 
generally to obtain new capital. Every- 
one will agree with his statement that 
the railroad problem has not been solved, 
unless recognition is given to the need 
of corporations to raise new capital, both 
readily and economically. And satisfac- 
tory credit and the raising of capital eco- 
nomically depends upon the ability of our 
corporations seeking capital to obtain a 
part of such capital by the issue and sale 
of capital stock as well as bonds. In the 
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solution of these problems, I believe, will 
be found the final solution of the railroad 
problem.” 


Not Only Shep Talk 


As boys will be boys, so Investment 
Bankers will be boys. This by way 6 
saying that this three-day session at the 
Hub did not exclusively concern itself 
with shop talk. Though considerable im- 
portant business was transacted, the re- 
tiring president’s most characteristic re- 
mark was: “Is there any further business 
before the house? If not, we shall ad- 
journ in one moment to take automobiles 
to Manchester and then the various ac- 
tivities of the afternoon”. Said “activities” 
were gastronomic, exclusively. Mr. Will- 
cox, addressing “the president and gen- 
tlemen of the association”, previous to 
his elaborate report on public utilities,said : 
“In view of the physical and mental strain 
on the vitality of the members this after- 
noon, I shall not read my report in full.” 

Said “strain”’—straining the stomach 
to stow away a couple of New England 
lobsters. And if you have any doubt that 
investment bankers like lobsters, you 
should have been at the Manchester-by- 
the-Sea clam-bake and heard the lips 
smack, or the repartee, “I’ll show you how 
to eat ’em.” Outside, the flaps tattooed in 
the brisk Autumn wind, through which 
purple glimpses of the ocean were 
caught, and also the reddening rocks 
etched against a Grecian sky. 

Then along came the eight thousand 
dollar banquet at the Copley-Plaza 
which Governor Coolidge was expected 
to address but which “circumstances over 
which he had no control”, etc., prevented. 
One speaker, the toastmaster I believe it 
was, said he’d rather be “dull than dis- 
creet”. *Tis given to few of us to have 
our wish granted so abundantly. Mr. 
Weed was referring to the guest of honor, 
Mayor Peters, Boston, who felt as im- 
portant as a pint of peanuts flanked by 
these shopkeepers of finance. And you'll 
understand what the toastmaster was in- 
sinuating when I tell you that Hizzoner 
is a democrat. As for the band, they were 
regular little divils. But then it’s worth 
going up to Boston to hear an eighty 
horse power orchestra, though it saddened 
the orators a bit. The leader sure could 
step on the gas. But then, you’ve got to 
give him credit; he’d shade down the 
crescendo soft and pretty, “artistic like”, 
as I heard the maitré de hotel, who still 
had one eardrum left, comment to the 
bus. 


Irving Bacheller Forces a Laugh and 
Reads a Sermon 


It seems to be the fate of novelists 
when they get bald or begin to resemble 
Nathaniel Hawthorne to be engaged as 
public entertainers to those whom success 
has scarred. If the A. B. A. has John 
Kendrick Bangs as a “star” speaker at its 
feeds, the I. B. A. has to get Irving Bach- 
eller, who, in spite of his whining tone, 
forced a laugh out of his defiant auditors. 
“I got hold of a dollar once in my youth, 
and kept it in solitary confinement in my 
wallet for a term of months,” he con- 
fessed during his phillipic. Also: “A 
new and wonderful thing has been de- 
veloped. It is business credit.” Nor was 


there a dissenting voice from his listeners 
to whom he paid the following tribute: 


“There were those who said that the 
great problem was. the idle, indolent, 
loafing and imprisoned dollar”—old-fash- 
ioned adjectives began to buzz. “Sudden- 
denly a new spirit strolled upon the stage 
of life and began to direct the play. It 
was the genius of invention. What a 
change it wrought too. The forces of 
nature began to do the work. Strong- 
armed current of light and power swept 
over the earth, bearing its messages and 
burdens. Men combined their intelligence 
and needs in large units for common pur- 
poses under corporate management. They 
discovered that dollars could do better 
work when they were combined in great 
teams, that they could then haul loads 
which heretofore had been thought un- 
movable. Investments bought at a few 
dollars a share turned out to be worth 
many thousands. You investment bank- 
ers are more familiar than I am with the 
fabulous returns yielded by iron, coal, oil, 
telephone, electric light and motor stock 
shares. The men of faith and vision 
profited beyond their hopes and it was 
right that it should be so. The man who 
through ignorance of what was coming 
or through a lack of faith in it or an un- 
due regard for his cash failed to partici- 
pate in the profits, has no kick coming.” 
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COMPANIES WHOSE SECURITIES 
ARE ANALYZED IN THIS ISSUE 
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Industrials 


American Beet Sugar 
Corn Products 
American Sugar Refining 


Montgomery Ward 


Sears Roebuck 
Willys Overland 


Public Utilities 


Northern States Power 
Philadelphia Co. 
| Shawinigan Water & Power 


Petroleum 
Atlantic Gulf Oil 





Alaska Gold 
Abestos Corp. of Canada 
Cons. M. & S. Co. of Canada 





Granby Consolidated 
Hollinger Cons. Gold 
International Nickel 
Nipissing Mines 

| Mclnityre-Porcupine 
Vanadium Corp. of America 
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Concrete Causes of Government Inefficiency 


Congressmen’s Hobby for Delayi 


the Public and the Press 
(Second Article) 


ng Needed Appropriations—Necessity of Better Educating 


By WILLIAM C. REDFIELD, Former Secretary of Commerce 


N occasional but important factor in 
A the waste of public funds arises when 

Congress fails to pass an appropria- 
tion bill before the close of the fiscal year 
and either leaves a department partly with- 
out appropriations for a time or provides 
by a continuing resolution for the expendi- 
ture each month of one-twelfth of the 
amount appropriated for that department 
the previous year. 

The very form of such resolution be- 
trays ignorance of the nature of executive 
work, for it assumes that it continues from 
year to year in substantially the same 
form and to a like extent: So far as 
clerical and routine work is concerned 
there is truth in this supposition but in 
those numerous cases where construction 
work is going on, or where new opera- 
tions within an established scope are 


be foreseen. Appropriation committees, 
however, are quick to convert the presence 
of an unexpended balance into proof that 
future appropriations should be reduced. 

On the other hand “deficiency” appro- 
priations occur each year to make good 
known shortages in funds in many serv- 
ices. Sometimes there are several de- 
ficiency bills following one another as the 
various bureaus find themselves unable 
to continue work with the sums allotted. 
It is not mere suspicion that an appropria- 
tion committee will at times deliberately 
provide less than is necessary and so 
make an apparent record for “economy” 
while intending later to make up the 
shortage by “deficiency” appropriations. 
The writer has more than once been told 
in substance “We do not want this bill 


specimen of the others. The dramatis 
persone hold the same stations. The 
representatives of the people having a 
mass consciousness of party conclude that 
what has been done is good or ill ac- 
cording to who did it and are necessarily 
without accurate knowledge of the things 
done or left undone. No one present 
really knows, or has opportunity to know, 
much about the matter discussed; but 
the majority admit they have done well, 
the minority deny it, the press reports it 
without having itself the basic facts and 
the country makes the best of it. 


The Press Not Fully Informed 


Nor can even the press be wholly ac- 
quitted of having a part in the discordant 
chorus of ignorance on this subject of 
public economy. They rarely mis- 
take oral vaporings for practical 





being. undertaken, the supposition 





wholly fails, with the result that the 
public work is either stopped or is 
begun at a season when it cannot 
be finished, or is thrown over en- 
tirely to another calendar year with 
expensive results. 

It is just as much an essential of 
economical field work or of build- 
ing and handling of fleets of vessels 
as it is of repair work and of the 
numerous manufacturing functions 
of the Government that the supply 
of funds should not only be sufficient 
but continuous. In our Government 
this supply is frequently not suf- 
ficient; and it is sadly common to 
have it fail in continuity. Such a 








6¢ HE representatives of the peo- 


ple, having a mass conscious- 

ness of party, conclude that 
what has been done is good or ill accord- 
ing to who did it, but are necessarily 
without accurate knowledge of the 
things done or left undone. No one 
present really knows, or has opportunity 
to know, much about the matter dis- 
cussed ; but the majority admit they have 
done well, the minority deny it, the press 
reports it without having itself the basic 
facts and the country makes the best 
of it!’ 


facts, but they often fall into the 
error of assuming as matters of 
course that alleged “savings,” if 
true, are economical. They lack 
such contact with the immediate 
facts as would permit them to dif- 
ferentiate the realities from the 
statements. 

Specialists in politics are many; 
specialists in the daily workings of 
Government are rare. Editorials 
are long on political discussion and 
often short on knowledge of Gov- 
ernment working practice. Every- 
where appears a keen sense of the 
obvious. Too many «clerks, too 
much red tape, duplication of work 














policy if practiced in industry would 
be equivalent to stopping all the 
productive departments of a great factory 
some of the time and some of its depart- 
ments much of the time. One need hardly 
be an industrial manager to visualize the 
effect. 

If the country knew what it costs to 
keep overhead organizations waiting un- 
til Congress finds time amid the press of 
other matters to appropriate money so 
that work may be resumed, there would 
be a speedy end to such delays. 


The Source of “Unexpended Balances” 


There are always “unexpended balances” 
turned back into the treasury at the end 
of each fiscal year which sometimes 
amount to considerable sums. The fact 
of there being these “unexpended bal- 
ances” is sometimes cited to show that 
larger sums are asked than are necessary, 
else, so it is said, “why are these unused 
sums left?” 

Apart from the fact that their being 
unused is itself some evidence of care 
and economy, there is always specific 
cause why these funds remain. In so 
large a business establishment as our Gov- 
ernment, the largest in the world, and 
covering the world in its operations, there 
must always be cases where balances will 
remain unused from causes that cannot 


for OCTOBER 30, 1920 


any larger but we will make it up to 
you another session.” 


“Our Economies” 


As each session of Congress draws near 
its close the leader of the party in power 
in the House of Representatives or the 
Chairman of the Committee on Appro- 
priations rises to state the economies ef- 
fected through their vigilance in legisla- 
tion. The unconscious humor of the per- 
formance is enhanced by its seriousness. 
The speakers seem earnest, the auditors 
are keenly interested, the press lends an 
attentive ear, the public read and to some 
degree believe. Few have memories which 
remind them that a similar farce is en- 
acted each fiscal year and has so been 
since auld lang syne. Doubtless discern- 
ing spirits in and out of Congress pierce 
between the bone and the marrow of the 
propositions set forth. No member, how- 
ever, of the party in power questions its 
achieveménts, and attack from the mi- 
nority is discounted.. So the wonders 
wrought are admitted by those who 
wrought them amid party applause. Those 
who know either smile or else, seeing the 
futile ignorance of the whole business, 
mourn. 

One of these occasions affords a fair 


—these and similar bromidic phrases 
fall from the critical lips of some 
who have never tried to learn the 
details of Government administration or 
who have not read the controlling statutes. 

It is too often assumed that when a 
member speaks in Congress he does so as 
an authority on Government operations. 
The senator from “somewhere” is quoted 
as if he really knew his subject and 
fluency of speech is taken to involve 
knowledge of facts. That subtle sense 
of superiority all feel in criticising leads 
one to indulge in such perfectly safe 
charges as extravagance and inefficiency, 
safe because, through the fallibility of hu- 
man nature, something can always be 
found that can be. included under these 
broad titles. 

It would be illuminating if, when a 
prophet of economy as it is wrought were 
discoursing, there were to arise one with 
first-hand knowledge of the facts and the 
will to question. Such questions as 
“What are you leaving undone?” and 
“At what cost?” would often disturb the 
orator and even awaken protest against 
his action. Were the cost of some so- 
called economies to be made plain by 
one who knew, there would be delightful 
dissonances in Congressional debates. 

Suppose, for example, it were made 
clear that the terms of an agricultural bill 
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required the work against hog cholera 
to stop. Behold what agitation among 
members from the central west! A vote 
for hog cholera would be small, but since 
no one knows and we must have economy, 
away with the outlay and in with the 
cholera. This very condition in no small 
degree exists today, as the Secretary of 
Agriculture knows to his sorrow. 

The efforts to combat hog cholera, to 
be sure, have saved some forty millions 
but the committee decides we can no 
longer afford them and as no member un- 
derstands the subject thoroughly we get 
both “economy” and cholera. ~ 

A keen spirit who would search the 
records of estimates and appropriations 
might keep the chairmen and members of 
certain committees on the rack of bitter- 
ness for many a day, proving that these 
gentlemen either knew little of the con- 
sequences of their alleged economy or as- 
serted at high cost their 


year. Friends of the Forest Service ask 
$1,000,000 annually additional for its fruit- 
ful work. A Department of Public Works 
is demanded, formed from services now 
in several old departments. 

These examples could be _ indefinitely 
multiplied. Meanwhile our central legis- 
lature, unable to meet all the demands, 
debates them without thorough knowledge 
of existing requirements and in the ab- 
sence of the men who are best informed. 
Necessarily it makes more or less a mess 
of the whole matter. The marvel is that 
we get along as well as we do. 

The truth is that the country itself de- 
mands at the same time both more and 
less expenditure. On the side of its de- 
mands it presses in countless ways for 
more and greater services. On the side 
of its criticism it attacks the aggregate 
and does not see that its own demands 
brought it into being. Pressure from the 


surveys wait? Shall we cease the study 
of ocean currents and withhold further 
aids to navigation? Will it do to recall 
the men all around the globe who are 
urging the growth of our commerce? Shall 
the forest work be diminished or the’ Na- 
tional Parks be closed? No, neither the 
people Mor Congress want any of these 
things or others like them. They want 
more, not less, but at the same time they 
prefer not to cover the cost. We all want 
economy but none of us want to pay the 
price. 

Congress sits between the devil of de- 
mand for more service and the deep sea 
of the demand for less expenditure and 
arranges its work so as to satisfy neither. 
The pressure upon Congress is next to in- 
tolerable. The just criticism of it is that 
it goes at its work in a clumsy, indirect 
way when a simple way is open to it. 

Economy requires us to have courage 
to undertake less, but to 
do well what we under- 





arbitrary judgment over 
that of experts. 

Our discussions of 
public outlay usually ig- 
nore the source of pres- 
sure for expenditure. In 
Congress it is common 
to say that the depart- 
ments originate the de- 
mands for money be- 
cause they submit es- 
timates each year calling 
for larger sums than be- 
fore; but in so saying 
Congress forgets its 
own habit of adding 
items for which no es- 
timates are made. 

A fresh crop of bills 
creating new fish hatch- 
eries appears at each 
session. They are not 
always located with due 
regard to a water sup- 





take. We have lacked the 
strength and wisdom to 
say we have such and 
such permanent services, 
let us run them in the 
way which is most eco- 
nomical before we un- 
dertake new _ services. 
Let us do in the best 
way—that is with the 
wisest use of funds—the 
work we have in hand 
before we pass to new 
works. This states the 
opposite of present facts. 
One thing is not done in 
the best way before tak- 
ing another. We keep on 
taking up new tasks and 
also keep on neglecting 
more or less of the old 
ones. As a result none 
is done quite as wisely 








ply, but parts of the 
country seem to think a 
fish hatchery necessary 
to happiness. 

Consider, too, the 
batches of bills for pri- 
vate pensions and for 
public buildings — this 
last the true “pork bar- 
rel” of today. Many of all these for- 
tunately fall by the waysidé, for sound 
opinion within Congress itself condemns 
them to well-merifed death. 


The Pressure on Congress 


It is but fair to state, however, that 
upon both Congress and departments 
comes a pressure for which few make due 
allowance. 

We add every year a population double 
that of Buffalo and the new comers have 
needs which must be met. Furthermore 
we are constantly educating this increas- 
ing population to make greater demands 
and public bodies bring heavy pressure 
on Congress to meet those demands. Thus 
as the country grows in size and in the 
sense of its needs it calls, like Oliver 
Twist, for “more.” New buildings, new 
services, enlarged functions, new commis- 
sions, new departments are always urged. 

A Department of Education and one ot 
Health are now urged. For the former 
a pending bill provides $100,000,000 a 
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THE U. S. CONGRESS IN SESSION 


“It is too often assumed that when a member speaks in Congress he 
does so as an authority. The representative from ‘somewhere’ is quoted 
as if he really knew his subject and fluency of speech is taken to 


involve knowledge of facts” 


people is insistent and opposite—we must 
spend less in total, we must spend more 


in detail. Congress acts as a board of 
directors which, not being closely familiar 
with the details of Government business 
and, as matters are, unable to be _ so, 
touches the problem in high spots, know- 
ing little and thinking less at times of the 
costly consequences of that which in its 
speeches it calls economy. 


- 
Expenditures or Service? 


It is easy to put the matter to the proof. 
We all want to reduce expenditures but 
do we want this enough to go without 
what they provide us? Shall we, to save 
outlay, have fewer good roads, a more 
cheaply run Post Office Department, 
fewer harbor improvements, a less num- 
ber of public buildings? Shall we stop 
or reduce inspection of meat or the super- 
vision of railways and vessels? Will pure 
food laws enforce themselves? Shall the 
preparation of new charts be stopped or 
done more slowly? Shall the unfinished 


as it should be, each is 
done more wastefully 
than it might be, and the 
aggregate loss is vast. 


(The final instalment 
of Mr. Redfield’s discus- 
sion of the problem of 
efficient government will 
will appear in our next issue.—Eb, 





AMERICA FIRST POLICY LACKS 
VISION OF FUTURE 


Frank A. Vanderlip Says All Countries 
Are Closely Inter-related 


“The countries of the world of today 
are so closely inter-related that none can 
escape disagreeable consequences while 
any considerable part of the world is 
undergoing a life and death struggle 
with unfavorable economic conditions. 
If ever there was a country pre- 
pared to isolate itself and live to itself 
alone that country is the United States. 
But it seems to me impossible that the 
United States would go forward if much 
of the rest of the world was being mangled 
by economic maladjustment. 

“A policy of ‘little America,’ or, as those 
who advocate it prefer to call it, ‘America 
first,’ sounds like a patriotic policy, but | 
believe it is a short-sighted policy, lacking 
a fine vision of the future.” 
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Fallacies of New York’s Housing Legislation 


Expedients Hurriedly Adopted by Legislature Will Aggravate Rather Than Help the Situation 
—Common Justice Denied Landlords 


HE housing shortage is one of the 
T vital questions of this country to- 

day and is the cause of much of the 
unrest which exists, 

No state, however, has as yet passed 
more drastic legislation designed to re- 
lieve the situation than the Acts recently 
passed by the State of New York, and 
before other states blindly follow suit a 
careful study of the real probable effect 
of such legislation is advisable. 

Throughout the history of this country, 
the rights in property and contractual ob- 
ligations have always been carefully 
guarded, and the confidence so established 
has been the strong foundation of the 
prosperity of the country. Un- 
til building was necessarily 


By HENRY R. BRIGHAM 


property may have greatly increased in 
value since the execution of the agreement 
due to extensive repairs or to changes in 
neighborhood or to public improvements, 
regardless of any increases due to present 
costs and demands. 

And yet the lessee in a city of a million 
inhabitants can refuse to comply with his 
covenant to surrender possession at the 
end of the term, can deprive the owner of 
possession of the premises except under 
certain limited conditions hereinafter men- 
tioned, and can force the landlord to con- 
tinue to abide by all his covenants in the 
lease, furnishing heat, light, and service, 
if called for regardless of the loss it may 


but grossly enlarged at the landlords’ ex- 
pense. 

If a tenant continues in possession and 
by refusing to pay rent forces the landlord 
to sue for a reasonable rent, the landlord 
must present detailed evidence as to what 
he paid for the property, its assessed 
value, and his income and expenses con- 
nected with it during the last year. He 
can also produce evidence as to such other 
facts as he claims affect his net income 
from such property. This last provision 
is his main hope for justice under present 
conditions, but even that does not allow 
him to do more than to prove his net in- 
come for the year. He cannot show the 
injustice of upsetting a long 
lease, or the usual legal ir- 





stopped by the recent war it 
had always progressed fast 
enough to keep the returns on 
real estate investments down 
in the most conservative class. 

Although all legal restrictions 
on building due to the war 
have now been removed, no ap- 
preciable progress is being made 
to make up for the shortage 
caused by cessation of building 
during the. war or to resume 
even pre-war normal building. 
The natural result is an uncom- 
fortable congestion, and a loud 
protest from tenants against 
the raising of rents of existing 
houses which they call “profi- 








Brigham aptly puts it: 


H® 


housing legislation, 


ENRY R. BRIGHAM, writer of the accompany- 
ing criticism of New York’s recently adopted 
is manager of the 
Estate Division of the United States Housing Corpora- 
tion. His statements clinch the belief expressed by other 
writers in this publication that efforts to 
the laws of supply and demand, especially as they affect 
the building market, are doomed to failure. 
“When long recognized rights of 
property and contract have been violated and the values 
of property kept artificially jar below real values, prac- 
tical men are not going to build houses to sell or rent at | net income an owner should 
present costs except in rare instances, for they cannot 
do so without loss.” 


“legislate out” 


As Mr. 


relevance of what property 
may have cost many years ago 
as affecting present values, and 
it is obvious that the intent of 
the Acts is to disregard the 
fair present market value of 
property. 

No guide is provided to help 
the judges determine what is 
unjust, unreasonable, or op- 
pressive rental. Every judge 
can determine for himself 
what affects net income from 
real estate and to how much 


Real 


be entitled. There is no single 
court or commission’ estab- 
lished for these actions which 








teering.” These protests have 
brought forth the various forms 
of legislation regulating rentals. 


Why New Building Is Held Up 


The fact is that new building is not pro- 
gressing because the people are unwilling 
to pay the increased costs of building, or 
fair rentals based on such costs; and pri- 
vate investors are not going to build until 
they can be reasonably sure of seling at a 
fair profit or of obtaining a fair net rental. 

There is little chance of building 
costs decreasing to any large extent 
for many years, so that until people are 
willing to pay the costs the congestion 
will continue. 

To meet this situation New York pro- 
vides that any tenant of a dwelling in a 
first class city or in a city in a county 
adjoining a first class city may object to 
paying rent under his lease or agreement 
on the ground that it is unjust and un- 
reasonable and that the agreement under 
which it is sought to be recovered is op- 
pressive, regardless of when or under 
what conditions the agreement was ex- 
ecuted. It might, for instance, be a lease 
executed several years ago in good faith 
by both parties of property which has 
since much depreciated in value through 
no fault of the landlord, and although the 
landlord’s total net income for the term 
of the lease may be very low, the lessee 
can now ignore the terms of his lease, and 
force the landlord to accept a rental based 
on present values. On the other hand, the 
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cause the landlord. 

The landlord can bring an action for 
possession if he wants the dwelling for 
his own personal use, or for the purpose 
of replacing it by a new building, or if he 
can prove the tenant objectionable, or if 
he plans to sell the property on a -co- 
operative ownership plan. If, however, he 
wishes to raise the rent on account of the 
increased true valuation or even if the 
present rent is more than it was the year 
prior to the execution of the lease the 
rent he asks is held presumptively unjust, 
unreasonable, and oppressive. 

If by chance a house was vacant or 
was occupied by the owner so that no rent 
existed for the year before the execution 
of a present lease, any rent at all may now 
be held presumptively unfair, unreason- 
able, and oppressive, 


Landlord’s Rights Absolutely Destroyed 


This makes it possible to question the 
rent under any existing lease no matter 
how old and if the rent is more than the 
rent the year before the execution of the 
lease to put the burden of proof upon the 
landlord to overcome that presumption. 
Although the Acts provide that the landlord 
can sue for and recover a reasonable rent, 
his rights under any leases or agreements 
which call for increases in rent are ab- 
solutely destroyed at least so far as rent 
and possession are concerned, while the 
lessees’ rights are not only fully protected 


might assure landlords of get- 
ting equal treatment or might 
establish reliable precedents and inter- 
pretations to guide landlords and teyants 
to settle their cases. 


Little Use Fighting the Legislation 


There is little practical use fighting the 
legislation as unconstitutional or trying to 
get the Acts interpreted by the Supreme 
Court, for the Acts are only for two 
years’ duration and by the time decisions 
can be obtained the Acts will doubtless be 
null and void. ‘The damage has now been 
done and will probably be completed be- 
fore the Supreme Court could help. 

The jokers in the Acts are the pro- 
visions that they shall not apply to- build- 
ings now in course of construction or 
hereafter to be erected. It is most gra- 
cious of the legislators to exempt these 
new buildings from government control 
but it does not encourage men to build 

When long recognized rights of prop- 
erty and contract have been violated, and 
the values of property kept artificially far 
below real values, practical men are not 
going to build houses go sell or to rent at 
present costs except in rare instances, for 
they cannot do so without loss. Publ’c 
confidence in justice must be restored and 
true values of real estate recognized 

The experiences of the U. S. Housing 
Corporation in selling its houses during 
the last year have proved that the people 
in general are not yet willing to pay the 

(Continued on page 929) 
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Foreign Security Buying—and Common Sense 


Flood of Cheap Paper Blotting Out Desirable Issues—Investors Should Confine Buying to Stand- 
ard Bonds—Foreign Exchange Rates May Never Recover 


Editor’s Note—As a war measure, the 
United States Government loaned about 
$10,000,000,000 to its European allies. 
In addition to that, billions of foreign 
securities—both external or “dollar” 
loans and a great variety of internal 
obligations of different countries—have 
been absorbed by private American in- 
vestors and institutions. 

Investors have been encouraged to 
participate in these foreign loans, out 
of a philanthropic desire to help Europe 
in its extremity and also for the pur- 

e of aiding the development of our 
ieecign trade. Both these motives are 
proper and reasonable, provided that 
only sound and well based securities 
are bought; but the situation is entirely 
different when highly speculative or 
doubtful foreign securities are offered 
us. 

We cannot afford to buy foreign 
securities simply because, at present 
rates of exchange, we can get them at a 
bargain. The character and soundness 
of the security itself must be the first 
consideration. The purchase of a for- 
eign bond may be a~-good investment 
aside from the element of speculation 
in foreign exchange—or it may be a 
poor one. It is the business of the in- 
vestor to know which before he parts 
with his money, and that fact is clearly 
brought out in Mr. Buffum’s suggestive 
and timely article. 


HE Macazine or Watt Street (Vol. 

26, page 600) says: “Signs are accu- 

mulating that American investors ir- 
resistibly attracted by the favorable ex- 
change rates are plunging heavily in the 
bonds of foreign countries. As a result 
experienced observers are sounding a note 
of warning.” 

There follows a quotation from an “au- 
thority” who says: “There are investment 
mediums here which we know are safe. 
There are good speculations among 
American ‘securities. To take a position 
which in the event of trouble might heav- 
ily involve the investor or speculator in 
his foreign commitments is very bad judg- 
ment at this time.” 

Coupling these admonitions with the 
sober story of the French Cities loan 
(Bordeaux, Lyons and Marseilles), the 
present New York quotations of British 
5%’s, Belgian “Internals,” “Germans” 
(there are others) and now the new issue 
of one hundred million French Govern- 
ment (1945) redeemable at 110 and carry- 
ing the stupendous interest burden of 8%, 
it is surely justifiable to set down some 
of the deterrents which should influence 
American investors to “stop, look and 
listen” before putting any additional capi- 
tal into “foreigns.” ' 
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By WALTER N. BUFFUM 


For the Good of the Country 

An economically sound and powerful 
United States is today the sine qua nen of 
world progress and eventual return to 
“normalcy.” What would happen to other 
nations if our country became economic- 
ally unstable at this time is almost too 
fearful to contemplate. Witness the anx- 
ious and fearsome watching of our defla- 
tion since November last by foreign high 
finance. 

In this aspect it is an imperative duty 
of world citizenship for investors to take 
stock of our own economic necessities be- 
fore all else. Our future progress and 
continued stability is far away from a 
dead sure thing and not the least of these 
necessities is capital for development and 
progress of the United States. In short, 
conservation and employment here and 
now of American capital makes for a de- 
gree for world stability; per contra, our 
liquid capital is tremendously impaired by 
each foreign loan investment. 

Our crying needs for capital for rail- 
roads, our merchant marine, our new ma- 
rine insurance projects, the development 
of our water power and so forth and so 
on, are filling the public prints but em- 
phasis is rarely put upon the fact that 
by first service of American capital in 
America we help Europe best. 

To facilitate normal crop transportation, 
to conserve coal for European consump- 
tion by development of water power (and 
many more like uses of capital in the 
United States) are of infinitely more ben- 
efit to the world at large than investment 
of the same in foreign loans. 

Those who hold firmly to Washington’s 
injunction as to entangling alliances should 
bear in mind that there is no more effec- 
tive way of creating such entanglements 
than the holding by our people of foreign 
loans. One need hardly go further than 
to request the reader to brush up his his 
tory and note how many political com- 
plications have arisen from national loans 
being held by foreigners. For effectual 
world influence the United States must be 
in a position to see straight, unbiased by 
its pocketbook. 

If, as Mr. John Maynard Keynes and 
others suggest, the ten billion allies loan 
should be scrapped (and the writer firmly 
believes this is inevitable, in whole or in 
part, and quite the fair and right thing to 
do), how much better this could be ac- 
complished by retention of American cap- 
ital here for American development! 


Does It Help Europe? 
The banker is apt to urbanely put it 


to the Uncle Williams and Aunt Marys 
et als, who are his clients, that by invest- 
ing in. “foreigns” they are helping Europe. 
Let us see. 

The paper money printing presses of 
Europe have been over busy for a long 
time and the willingness of our investors 
to freeze up Uncle Sam’s dollars in “for- 
eigns” has greatly assisted this kind of 
inflation. Europe will best “get down to 
brass tacks” when she gets an adequate 
realizing sense that we have no cornu- 
copia of dollars upon which she can rely 
in stress of weather. 

The best way for us to help is to help 
ourselves to sane and sound economic con- 
ditions and it is more than a mere make- 
weight in this connection to note (addi- 
tionally to the ten billion dollars we have 
supplied) the hundreds of millions which 
we have benevolently sent overseas the 
great man and woman power which has 
nobly and unselfishly been contributed and 
the yet other scores of millions to little 
or newborn countries yclept “loans” and 
gone “where the woodbine twineth.” 

“Steady America” signifies the surest 
way for us to uplift Europe to stability 
and future progress. 

Hence our citizens should not be too 
ready to take on these foreign national 
loans, induced so to do by prospective big 
profits. 

Such people foolishly overlook great and 
far more certain capital profits and inter- 
est returns in “Americans” ignorantly be- 
lieving that exchange is en route to parity. 
Such warnings as Mr, Henry White’s that 
“until the German reparations are set at 
a fixed sum America must be very cau- 
tious,” seem to go like water off the prov- 
erbial duck’s back. 

The accumulating millions upon millions 
of long term credits to Europe, the inevita- 
ble deflationary process of all nations and 
the European industrial problems abso- 
lutely must be a long way towards ad- 
justment before the American investor in 
“foreigns” can safely count on any sub- 
stantial part of his anticipated profits. 

Future Investors May Hesitate 

There is reason to hope that the investor 
of the future will hesitate somewhat before 
further plunging. That the convertible 
feature of a given bond will mean more to 
him ; that there will not be so much dally- 
ing till a concern has passed its dividend 
and that bonds won’t be pulled out of 
strong boxes six months or more after 
maturity. The rapidly increasing supply 
of literature fine-tooth-combing the secur- 
ity market (of which THe Macazine oF 
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WALL Street is a distinguished example) 
is evidence that the investor seeks better 
equipment, 

Being so disposed it behooves the in- 
vestor not only to “stop, look and listen,” 
but also to read and reflect intensively, 
e. g., to be super-cautious in his own in- 
terest, and to refrain from adding to our 
problems and difficulties and be as patriotic 
in investment of capital as he would be 
in any wise. 

The dictates of self interest should make 
every would-be investor in any enterprise 
ascertain in the first instance dividend rec- 
ords over a series of 


It would seem that Mr. Vanderlip might 
have added that it is of the utmost impor- 
tance to consider the past of a nation in 
estimating its present prospects and that 
the fact that. a given nation has been hit 
hard and is making an heroic struggle to 
get back to normal conditions does not 
necessarily permit of the conclusion that 
she will come back. 

One need not go far afield for con- 
firmation of the foregoing suggestions. 

Mr. Vanderlip’s guarded diagnosis of 
European conditions set forth in his book 
published in the Spring of 1918 consid- 


receded in September to within about 30 
cents of its February low. 

There is expert authority that exchange 
will never again go back to parity. 

But suppose it does one of these days, 
how long a time must elapse before there 
is sufficient accumulation of European in- 
vestment capital to take back from Amer- 
icans their foreign investments? 

Surely at best a long, long pull. And 
meantime our own capital needs are suf- 
fering. 

Dr. Anderson of the Chase National 
Bank shows a floating debt of Europe to 
us of $3,500,000,000, 
and that such a frozen 





years, quality of man- 
agement, and the like 
before being led to 
investment in ‘what 
only presently shows 
as a fine future pros- 
pect. Much, yes, very 
much, greater circum- 
spection and care of 
this sort should be 
used by them before 
further repeated in- 
vestment in “foreigns.” 
Once made the watch- 
ing of such a basket 
of eggs is most diffi- 
cult and often impos- 
sible. 

“Steady America” 
applies with equal 
force both to foreign 
“dollar” loans and 
foreign internal loans. 
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credit is seriously det- 
rimental and an im- 
portant cause of tight 
money here. There 
is much to be said in 
favor of long term 
commercial credits to 
Europe, yet Dr. An- 
derson warns us that 
this must not go on. 
More cogent and 
manifest is the ob- 
jection to tying up 
American money in 
foreign loans to the 
detriment of our 
money market, espe- 
cially as the motive 
for so doing is usually 
speculative big profits. 

Mr. Boyden at the 
Brussels Conference 
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There is, however, a 

larger factor of safety 

in the former. It is when we consider 
foreign “internals” the better that deter- 
rents can be set forth by way of appeal 
for retention of American capital here. 


New World Machinery to Be Changed 


It will surely be conceded that no part 
of the civilized world will ever again ap- 
proximate pre-war social, industrial or 


economic conditions. Such is the post- 
war situation that in a sense the world 
starts de novo. 

The old delicate economic machine has 
been smashed never again to be assembled 
to do the same sort of efficient work. The 
new world machinery must be differently 
constructed. Even Spain with her stupen- 
dous natural wealth is arousing from leth- 
argy. Japan is making porcelains which 
only France once made. England no 
longer dominates the sea carrying trade. 
Smaller nations are progressing econom- 
ically to a significant degree. All this and 
more makes for keen: world competition 
and the survival of only the very fittest. 

Sound vigorous economic health is now 
the overshadowing and superlatively im- 
portant thing and nations will henceforth 
take their relative places according to their 
respective achievements. 

Mr. Vanderlip says “no matter how rich 
a nation may be within itself, if it is de- 
ficient in some essential that must be im- 
ported, it must also have some commodity 
of equal value that the world outside 
wants and will pay for. In attempting to 
gauge the future of the different European 
nations one must at the very beginning in- 
clude an examination of the international 
commodity balances necessary to the life 
of such nation.” 
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ered in connection with the fact that since 
that time thousands upon thousands of 
millions of paper money have been put out 
by European countries should be entirely 
sufficient to restrain the seeker for big 
capital profits from investment in “for- 
eigns.” 

Sir George Paish time and again reluc- 
tantly describes the European economic 
chaos and seemingly offers no solution ex- 
cept some international worldwide eco- 
nomic consortium. Where is the security 
or the big profits if Sir George’s pen pic- 
tures are true? Where is the logic which 
justifies an American investor in buying 
shares in European economic boats which 
may be rocked at any time by some polit- 
ical knave or economic idiot and forthwith 
submerged ? 

“In the great gray level plains of ooze 

where the shell-burred cables creep.” 

Take the recent Norway 20 year 8% 
loan. There is surely sardonic humor in 
this. English shipyards get the profits and 
American money puts Norway on her feet 
vigorously to compete with our own nas- 
cent merchant marine. Investors here 
should ponder these facts, especially as 
there are plenty of opportunities for 8% 
money and more on this side of the herrin’ 
pond. 


Will Exchange Recover? 


But exchange (it is vigorously asserted) 
is going back to parity one of these days. 
Is it? As a matter of barometrics let the 
reader examine a graph of sterling ex- 
change (as herewith) since March of 1919 
(the best measure of European finances). 
It reached a low of 3.18 in February of 
1920, a peak of about $4 in April and 


(doubtless in meas- 
ure inspired by our 
Treasury Department) declared that Eu- 
rope is a poor business risk. The man 
who shows the mst temper when his 
credit is questioned is usually an insol- 
vent. We read that Mr. Boyden’s frank 
statement has aroused the ire of a large 
section of the French press. 

No better evidence of the instability of 
“foreigns” need be adduced than the ap- 
parent bewilderment or lack of construc- 
tive suggestions at the Brussels Confer- 
ence, 

The Chronicle recently refers to “the 
steadily growing recognition by wealthy 
men that wealth is in a very large sense 
a trust for the public.” 

Have a care, then, Mr. or Mrs. Ameri- 
can Investor. Remember “Steady Amer- 
ica”—in your own interest and in the in- 
terest of every mother’s son of us. 





AMERICAN TRADE IN NEAR EAST 


It cannot be too strongly emphasized 
that, if America is to obtain her share of 
trade in the Near East, she must estab- 
lish herself now, otherwise the other in- 
dustrial nations will be so firmly en- 
trenched that the American trader will 
find serious difficulties in his path. 

It should be borne in mind that nations 
like Great Britain, Germany, France and 
Italy know a great deal more about the 
markets of the Near East than we do. 

The Near. Eastern markets have a fu- 
ture which is full of promise. They 
have enormous resources, both developed 
and undeveloped, in fields and forests, oil 
deposits and mines.—Guaranty Trust 
Company. 
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Capitalizing Our Good-Will in China 
The Actual Natural Resources of This Great Country and Their Development Possibilities 
—Money-Making Opportunities for American Bankers and Business Men 


ATIONAL good will is a rather in- 
N tangible element in _ international 

trade. The value of a good will in 
domestic business is well established and 
its worth in dollars readily computed, but 
in foreign trade it is extremely rare and 
we have no basis upon which to compute 
its value. 

The United States of America now pos- 
sesses the good will of the Chinese na- 
tion; our Government and its people are 
held in the highest esteem by them; they 
look to us as to an older brother, and 
expect counsel, assistance, guidance and 
co-operation from us in the solution of 
the many problems connected with the 
development of their natural resources 
and industries. 

It is now up to the American mer- 
chant, investor and banker to decide 
whether or not that good will, which is 
an immense asset in increasing our trade 
with China, is of sufficient value to war- 
rant making the necessary investigations 
as to actual conditions, surveys of the field 
of natural resources and to map out a 
program for its development industrially. 
There is no American who has made even 
a most superficial study of the situation 
who will not concede that China, if it 
does not possess the greatest possibilities 
for development, at least possesses as 
great possibilities as any country in the 
world. 

Our decision in this matter must not be 
limited by a few isolated propositions of 
development, but must be considered in 
the broader phase of national foreign trade 
development, bearing in mind the value of 
that foreign trade as a national asset, and 
that pre-eminence in foreign trade has fol- 
lowed foreign investment, 

What are we going to do with our 
good will in China? Are we going to 
talk about it for the next twenty years or 
are we going to bestir ourselves and cap- 
italize while it is ours? This is the ques- 
tion we are going to have to decide and 
decide quickly. 


Why the Chinese Are Friendly 
The seeds of the several services which 
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By ORIN DE MOTTE WALKER 


America has been able to render her sister 
republic, China, have not fallen on barren 
ground; if we will but meet the Chinese 
in the same spirit of friendship and good 
will in which they come to us, we may 
be sure of reaping an abundant harvest. 

For those who may not have studied 
our relations with the Far East it may 
be well to review the reasons for the good 
will the Chinese now bear us. Briefly, 
these reasons are to be found in the action 
ef our Government in attempting to pro- 
tect the sovereignty of China by the Hay 
“Open-Door” Treaty; the return of the 
Boxer indemnity awarded us and its use 
in the establishment of Tsing Hua College 
in Peking, for the purpose of preparatory 
education of Chinese students for Amer- 
ican colleges; the refusal of the United 
States Senate to consent to the robbery 
of the Province of Shantung, as granted 
in the Versailles Treaty; the well-known 
fact that the United States has no desire 
to acquire any territory in China and is 
using every means, except war, to estab- 
lish and maintain for her, her sovereignty 
over all of her lands; our efforts to elim- 
inate special spheres of igfluence and to 
rid China of exclusive grants and conces- 
sions held by citizens of certain nations 
who are not in a position, financially, to 
develop these concessions and in refusing 
to surrender them are preventing the 
building of new and necessary lines of rail- 
roads and otherwise retarding and pre- 
venting the country’s development. 

These incidents explain why the Chi- 
nese feel they have some basis for their 
good will toward us, also why they are 
willing to forget the numerous occasions 
where Americans have failed to perform 
or to carry out agreements and contracts 

There has been so much written con- 
cerning China since the Peace Treaty 
that there is little which is new to be 
said regarding the resources and the tre- 
mendous opportunities which exist. But 
there are several phases of the country’s 
devélopment which have not been empha- 
sized and which should now receive the 
attention of Americans who are already 
interested or are becoming interested 


in China as a field for development. 
China No Slower Than We 


The Chinese are no better or worse than 
the Americans; they have had develop- 
ment along lines which we have neglected 
and we have emphasized things which 
they have not needed in their scheme. 
China is relatively in the same condition 
as we were at the end of the Civil War. 

It must be remembered that it took the 
United States until after the Civil War 
to determine the matter of States Rights, 
that France took nearly one hundred years 
to establish its present republic and that, 
therefore, we cannot, within reason, ex- 
pect China to adopt an entirely new form 
of government, after six thousand years 
of unlimited monarchy, within a decade. 
This, however, is just what the majority 
of the American people are expecting 
when they state that nothing should be 
done by us in China until a stable govern- 
ment is established. As a matter of fact, 
there is really less need for a Central Gov- 
ernment such as we term it, in China, than 
anywhere else on the globe. There is 
probably less crime and immorality in 
China than can be boasted of by any other 
nation. 

So far as political upheavals, revolu- 
tions, abortive attempts to restore the 
monarchy are concerned, they actually 
cause less disturbance in China, commer- 
cially and financially, than we suffer and 
are now suffering as the result of the pres- 
ent Presidential campaign. It ‘is very 
doubtful if all of the men killed in action 
in all of the disturbances incident to the 
several revolutions will equal the number 
killed by automobiles in New York and 
Chicago in any one year, 

China is in need of so many things, 
from our standpoint, that it is difficult to 
pick out the things which should receive 
our first attention. It can safely be said 
that any real development should begin 
with transportation. The need of railroads 
and the introduction of steam, gasoline or 
oil in generating motive power on the river 
craft are of the utmost importance. The 
first, that of railroads, has just secured a 
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real foothold and the Chinese have had 
proved their value to them. There is little 
doubt that the next few years will see many 
new lines constructed, and at a price per 
mile which will enable the new lines to 
show the same proportionate pronts as 
American roads did when not under Gov- 
ernment control, The development of motor 
power on river craft has not really begun; 
there are very few steamers upon the 
smaller rivers, and the cost of transporta- 
tion by native junks is excessive, because 
of its exceeding slowness. Road building 
is just beginning to show signs of life. 
The building of highways has really been 
brought about through the introduction of 
the automobile, which vehicle alone has 
done and will do more for the making of 
improved roads than the need of traffic or 
military necessity, 

Bear in mind, if you please, that the 
Chinese in the past have never been trav- 
elers. Their interests have always been 
centered in their own villages, where they 
were able to produce and satisfy nearly 
all their own requirements, and had no 
occasion to seek other markets. Such 
things as they could not produce were 
satisfied by the itinerant peddler who came 
to the village, or by a trip of a few miles 
to the nearest market town. That is why 
the development of their transportation 
has been so long delayed. 


The Market for Machinery 


In the matter of machinery, although 
there is a great market waiting to be de- 
veloped we should not insist upon selling 
the very latest and most expensive equip- 
ment when what China really needs is 
hand-power machinery which she can af- 
ford to operate under her existing eco- 
nomic conditions. China has the hand- 
power with which to operate machines, 
but at the present time has not access to 
the necessary fuel with 
which to operate coal- 





pines, and 200,000 tons to Singapore. With 
this amount of coal leaving the country, 
Shanghai, 600 miles away, has had to pay 
as high as $33 a ton for its coal. This 
particular company has paid nearly 80% 
a year in dividends for the last few years. 

It has been estimated that the coal de- 
posits of China could furnish the world 
with coal for a period of 3,000 years. 
With a native demand for coal rapidly 
increasing, due to her industrial growth, 
with a demand from Japan for 40,000,000 
tons annually, the Philippines and Straits 
to be supplied and the possibility of ship- 
ping coal to our Western Line, this line 
of development would appear to offer ex- 
ceptional opportunities for very profitable 
investment on the part of American cap- 
ital, 


Chinese Like Electricity 


China has taken to electricity as a duck 
takes to water. The people are very keen 
for greater development in this line. There 
are in China at the present time about 
four million lights to furnish light for 
four hundred million people! The units 
installed and operating are capable of gen- 
erating from 40,000 to 60,000 K. W. 

The greatest demand is for lighting 
units. There are between two and three 
hundred cities without light plants today 
which are anxious to get them and could 
easily support them with profit. The use 
of electricity for power is just coming 
into vogue, and there is now a limited 
demand for small motors to be used in 
the shops for operating small lathes and 
burnishers. 

Hydro-electric development in China is 
going to be a slow process, for the parts 
of the country which are most thickly 
populated lie in low level plains and are 
fed by streams which overflow in the rainy 
seasons and are nearly dry at other times 


ways. Available records show such op- 
erating lines as there are, are turning in 
substantial profits and that this particular 
field holds great possibilities. The fact 
that the foreigners who have constructed 
the various lines of railroad have charged 
the Chinese exorbitant prices for them, 
opens up the possibility of constructing 
electric interurban lines which will be 
feeders for the trunk steam lines. These 
electric lines should be constructed at a 
cost not to exceed twenty thousand dol- 
lars per mile, and if properly located 
should prove very valuable not only in 
augumenting a sadly lacking transporta- 
tion system but from an earnings stand- 
point as well. It would certainly pay to 
have a thorough survey of this field made 
by American public utility engineers. 


The Mineral Wealth 


Much has been written in reference to 
the mineral wealth of China. We know 
that the country has deposits of nearly 
all of the well-known minerals, that the 
people have been making steel in their 
crude way, that quantities of copper and 
other valuable minerals have been mined; 
we have allowed the fact of there having 
been no great development of China’s 
minerals to lead us to the assumption that 
the deposits are small and the character 
of the minerals poor. 

There are two well-known steel mills 
in China, one owned by the Chinese but 
now controlled by the Japanese; and one 
Japanese mill in Manchuria. Recently the 
papers in China told of a new blast fur- 
nace which was to be erected by an Amer- 
ican firm of engineers near Peking, and 
the British are working for the establish- 
ment of another mill in connection with 
the coal company mentioned before. The 
best known deposits of iron are now 
pledged as security for loans made by 

the pro-Japanese party 
in China, but as these 





burning mechanisms. 
This is not to say that 
China has no coal, but 
to stress the. fact that 
there is no chéap or ade- 
quate means of trans- 
porting it. With the 
exception of some spots 
along the few existing 
miles of railroad, manu- 
facturing with  coal- 
burning machines is an 
impossibility. 

As a result there are 
scarcely any industrial 
enterprises steam driven 
in the interior of China. 

While we are on the 








loans have never been 
approved by the Chinese 
Congress, they should be 
released as soon as 
China gets on her finan- 
cial feet. This should 
be at an early date, 
since the pro-Japanese 
party has been put out of 
power by the latest po- 
litical developments, 

It is certainly true that 
the development of iron 
and steel in China will 
do more for her in the 
matter of industrial 
progress than any other 
one thing. 

With reference to the 








subject, it may be in- 
teresting to note that 
very few coal mines are 
being operated under 
modern conditions and 
with modern equipment 


in China and that the 

output of the largest mining com- 
pany in the country, from all its mines, 
is only about 14,000 tons a _ day, 


with a labor cost of from 30c to 40c a 
day and a production cost of from $2.50 
to $3.25 a ton, in Mexican dollars, at the 
mouth of the pit. This same mining com- 
pany is shipping to Japan each year about 
650,000 tons, 300,000 tons to the Philip- 


for OCTOBER 30, 1920 


Photo by Brown Bros. 


THE HAUYANY STEEL WORKS 


This is the largest modern industrial enterprise in China, employing 
5,000 men and manufacturing a variety of iron and steel products 


of the year. It would not be feasible to 
attempt to dam any of these streams, for 
the water would back up and flood the 
country. Therefore, hydro-electrical de- 
velopment will have to be limited to the 
less populated districts and in the hilly 
sections. 

There are not more than four cities in 
China which are served with street rail- 


development of mineral 
resources, it is true that 
no reports of mining en- 
gineers which have been 
made in the past would 
be acceptable to in- 
vestors or bankers in America. Un- 
der the circumstances, then, it would ap- 
pear the part of wisdom for American 
mining men to send their own engineers, 
make the necessary surveys and determine 
for themselves whether or not China 
should be a field for their investment. An 
American syndicate which has had engi- 
neers for the last three years in China 
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making explorations have found ore to 
their liking and have started to develop 
the selected properties. The men who are 
the first to make such investigations as I 
recommend are going to secure the best 
known deposits of mineral. The longer 
America waits, the sooner the British, 
French, Germans, Belgians and others are 
going to secure the best of them, for 
China has determined to have its resources 
developed. While it is true that the Chi- 
nese would prefer to have development 
done by Americans, yet they are not go- 
ing to wait indefinitely for the spirit to 
move us to action, 


Our Greatest Opportunity 


America’s greatest opportunity in China 
lies in the developmeni of manufacturing 
enterprises. China is not and has never 
been a manufacturing country in the mod- 
ern sense and the total of all its manufac- 
turing establishments of all kinds using 
modern machinery will not reach two 
thousand. China possesses an abundance 
of all raw materials, has an unlimited 
amount of labor, which is easily trained, 
low labor costs, no income or excess 
profits tax, almost insignificant native 
taxes, by comparison with ours, and fair 
laws. American manufacturing in China 
will bring the markets of the world to 
our feet. The cost of production due to 
cheap raw materials and low labor costs 
will enable the manufacturer there to com- 
pete favorably in all markets. The Chi- 
nese manufacturer will have lower freight 
rates to the Near East, Siberia, Russia 
India, Australia, South Africa and. the 
Philippine Islands for export business, 
and at the same time will have the do- 
mestic market at a price which will defy 
competition and give him a profit on the 
basis of external competition, at the price 
of foreign labor plus freight and duty. 
These facts should receive the careful at- 
tention of all American manufacturers who 
realize the value of foreign business and 
who are watching cost sheets and over- 
head. This field has been entirely over- 
looked by the American manufacturer, and 
it should receive his serious consideration, 
for beyond the peradventure of doubt he 
will find working conditions more favor- 
able and the margin of profit much larger 
than I have described it. 

Coincident with this development of in- 
dustries will be the creation of a new 
financial medium through, with and by 
which the growth of China as a manu- 
facturing nation will have to be accom- 
plished. 


China’s Banks 


The Chinese banks are not familiar with 
industrial financing, because they have 
never been called upon to so function. 
The foreign banks in China are banks of 
exchange, their managers are purely ex- 
change men, and they likewise have had 
no experience in this field. The foreign 
banks are further limited as to location, 
in the Treaty Ports, and in the character 
ef collateral which they may accept. 

In a series of articles published in the 
Macazine or WALL Street in the fall of 
1918, on Business and Banking Opportu- 
nities in the Far East, the writer called 
attention to the peculiar methods of 
American Commercial & Industrial Bank- 
ing which had enabled the United States 


to become such a factor in the manu- 

facturing industry of the world, and 

strongly urged the adoption by the Amer- 
ican Banks in the Far East of a real 

American commercial banking policy, the 

appointment of Americans of experience 

ad standing as managers of these finan- 
cial institutions, and that an effort be 
made to send out men who were at least 
interested in the development of their 
bank and the country in which they were 
located. This sentiment of making the 

American banks, American in spirit, pol- 

icy and personnel, has the undivided sup- 

port of the entire American population in 
the Far East. 

Mr. Vanderlip, the then president of the 
National City Bank, apparently made these 
afticles the basis of an interview in the 
New York Tribune in January, 1919, as 
in similar thought and phrase he declared 
the policy set out in these articles to be 
that of the National City Bank, which 
owns the International Banking Corpora- 
tion, now established in the Far East. 
Notwithstanding the statement of Mr. 
Vanderlip for and on behalf of the Na- 
tional City Bank, the fact remains that 
the policy of the International Bank in 
the Far East is still un-American and that 
the general managers of this bank in China 
and Japan are not American, are unfa- 
miliar with American banking methods 
and do not represent the interests of 
American business or have any patriotic 
motive in seeking to cooperate with Amer- 
ican business men in the development of 
our foreign trade. 

We cannot reasonably expect the con- 
tinuation of this good-will, if our good- 
will acquiring agencies are operated 
by aliens, who are unfamiliar with and un- 
able to put into practice American bank- 
ing methods. 

No financial institution which does not 
attempt to fit into the commercial and 
industrial development of the country in 
which it is situated is prepared to give 
that country the full value. of its services, 
and service of this kind is necessary at 
the present time in China. 

Native banks in China have little or no 
experience in international banking, and 
with one exception, none of the native 
banks have foreign branches. Moreover, 
there has been a disinclination on the part 
of foreign banks in China to assist or co- 
operate in the matter of representation, in 
the past. 

The necessity therefore for the estab- 
lishment of banks in China, qualified to 
perform the same character of financial 
service as our own banks did and are still 
doing in the upbuilding of America, is 
apparent and urgent. 

The future of China lies in the develop- 
ment and growth of the commercial in- 
dustrial bank which can function without 
the restrictions and limitations of foreign 
relations. In other words it is going to 
have to be a Chinese bank, incorporated 
under the laws of China and operated in 
the interests of the development of China. 
If we follow the wishes of our Chinese 
friends it is going to be a Chinese Amer- 
ican bank operating upon American com- 
mercial and industrial banking principles 
but adapted to China’s needs. 

The Chinese feel fully justified in seek- 
ing the co-operation of American bankers 
in this project, for they see that the 





THE MAGAZINE OF WALL STREET 


growth and development of industrial 
America has been brought about by the 
assistance of the American commercial 
bank, and they regard their present eco- 
nomic condition as being similar to that 
of America seventy years ago. 

There has been a great deal of hesitancy 
on the part of American capital about go- 
ing into China. This has been partly due 
to the great opportunities which yet exist 
in America and the fact that the true con- 
ditions in China have not been adequately 
set forth, as well as to the further fact 
that a foreign government, through a pub- 
licity bureau maintained at great expense 
in America, has sought to create distrust 
in the stability of the Chinese Govern- 
ment and fear for the safety of foreign 
capital #n China. This propaganda has 
been carried out for the purpose of keep- 
ing out foreign investments, 


How Charters Are Granted 


Charters of incorporation in China are 
granted by the Ministry of Agriculture 
and Commerce, under laws governing the 
operation of corporations. These laws are 
founded upon the company laws of the 
British colony of Hongkong, and while 
they do not conform in all particulars 
with corporation laws as we know them 
in America, yet they are and have been 
used in the incorporation of joint Chinese 
and foreign companies. The Ministry is 
always willing to co-operate with any for- 
eigners in undertakings of this character 
and has made numerous concessions in 
the matter of changing charters in order 
to make them more acceptable to the for- 
eign interests. So there is no serious 
drawback or any insurmountable difficul- 
ties in securing satisfactory incorporation 
in China. The Bureau of Foreign and 
Domestic Commerce of our own Govern- 
ment is also active in assisting American 
concerns who are interested in this field; 
and where the American interests amount 
to 50% of the capital we are entitled to 
diplomatic support from our Government. 

The Chinese are more nearly like the 
Americans in character than any other 
people. They are keen traders, their 
reputation for honesty is proverbial and 
they have a very keen sense of humor. 
They are not so quick in making up their 
minds as we are, but that is in a measure 
accounted for by the fact that they realize 
that, in dealing with the foreigner, they 
are on unfamiliar ground. They must 
make sure that they are not being taken 
advantage of. They have acquired cau- 
tion by reason of past experiences. They 
have well established methods of doing 
their own business, and their own system 
of financing a domestic and interport 
trade, which is entirely satisfactory to 
themselves and their own credit standards. 
It is only through the rapid. growth of 
their foreign business that they have been 
brought to the realization that these meth- 
ods are not suitable for larger operations 
and that it will be necessary for them to 
readjust the machinery of merchandising 
and finance to meet these new conditions. 

Combination of capital as comprehend- 
ed in the corporate idea is a comparatively 
new thing for China, for since time im- 
memorial all the business of China has 
been in the hands of family, or clan, and 
the only real successful corporations, with 

(Continued on page 956) 
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News and Notes on Canada’s Mining Industry 


Observers Look for Expansion in Many of the Dominion’s Mineral Districts — ‘The Success 
of the Asbestos Corporation 


INING deyelopment in Canada is a 
comparatively modern feature of 
the country’s industrial life, but the 

enormous increase in operations following 
the demands of the war, together with 
the opening up of new gold and silver 
fields in recent years, have given a new 
position of importance to the industry. 

In a stock market sense, our mining se- 
curities have, with the exception of a 
short boom a few weeks ago, been com- 
paratively neglected for the past year. At 
present there is a revival of interest 
among observers, for conditions seem to 
justify a period of expansion. Already 
the production of gold in Ontario is set- 
ting up a new record, and attention is 
being directed to fresh fields in the wilder- 
ness of northern Ontario. 

While lacking such important items as 
coal in central Canada, and having to 
import the bulk of its iron ore for all 
the Dominion; and while possessing, as 
yet, little in oil resources, the Dominion 
nevertheless has immense riches in sever- 
al forms of mineral wealth. Eighty 


per cent. of the world’s nickel 
comes from Canada, the as- 
bestos deposits of Quebec ex- 
ceed those of any other coun- 
try, the iron ore deposits of 
Newfoundland owned by two 
large Canadian companies rank 
among the largest in the 
world, while several of the 
more rare metals exist in large 
quantities in different parts of 
the Dominion. 

Many of the companies oper- 
ating in Canadian . mineral 
production are private enter- 
prises, but enough are known 
to the traders of Canada and 
the United States to reveal the general 
position of mining as associated with 
finance. New York’s Curb market 
knows Cobalt and Porcupine better 
than do the majority of Canadians 
themselves, for the bulk of trading in 
Canada in mining stocks is done at 
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one point, on the Standard Mining Ex- 
change in Toronto. Some of our impor- 
tant mining stocks, however, are listed on 
the Toronto or Montreal Stock Exchange, 
or both, while the International Nickel 
Company and the Nova Scotia Steel & 
Coal Company are listed on the New 
York Exchange. The British Empire 
Steel Corporation, the merger recently 
announced in Canada to take over the Do- 
minion Steel Corporation and Nova Sco- 
tia Steel & Coal Company (which own 
the iron deposits in Newfoundland), and 
other conucerns, is also known to traders 
on the New York Curb. 


Canada’s Greatest Mine 


If the average Canadian were asked to 
name the greatest mine in the Dominion, 
he would no doubt mention the Hollinger 
Consolidated Gold Mines, because it is 
the fourth largest gold property in the 
world, is increasing in prominence as a 
producer of the yellow metal and has 
sufficient reserves to carry it far into the 
future. 


Photo by Brown Bros. 
ASBESTOS MINE AT THEDFORD, CANADA 

In the upper picture is shown one of the largest asbestos 

milling plants. The insert is a view of the open asbestos pits 


The discovery of the Porcupine camp, 
nearly 500 miles north of Toronto, was 
the direct result of railway construction, 
just as silver was discovered at Cobalt 
in 1903 by the tools of the railway build- 
ers and nickel was found at Sudbury in 
1885, when the construction gang was 


pushing the Canadian Pacific westward 
toward the Pacific. These accidental dis- 
coverles add to the romance of the history 
of Canadian mining, and the pioneers and 
prospectors of today find added incentive 
in the belief that, as the vast wilderness is 
peopled, similar discoveries may be made 
again. 

The present Hollinger company was in- 
corporated_in 1916, to take over a com- 
pany of similar name which had started 
four years earlier. Its total production 
of gold to date exceeds $33,000,000, of 
which $6,722,267 was the result of last 
year’s operations. Hollinger ore reserves 
were $39,928,430 at the end of 1919, valued 
at $9.09 per ton, compared with $41,080,- 
005 a year earlier, valued at $9.15 per ton. 

Operating costs of the company per 
ton last year were $4,526, as against $4,937 
in 1918, and the ore milled was 711,882 
tons, as against 578,755. 


The McIntyre and Dome Properties 


Not far from the Hollinger, in the same 


general region of the Porcupine 
camp, is the MclIntyre-Porcu- 
pine Mines, operating at the low- 
est depth of any gold mine in 
Ontario. Recently a new vein 
system was discovered on Mcln- 
tyre which promises to revolu- 
tionize the mine, as the ore body 
is large, and the value per ton 
$13 to $14, compared with an 
average of $10 for the production 
of $10,000,000 already reported 
by this mine. Ore reserves of 
McIntyre were estimated at $5,- 
595,500 at June 30, last. Opera- 
tions are carried on at between 
1,200 and 1,400 feet below the 
surface. The remarkable feature of oper- 
ations on McIntyre has been that values 
have improved with depth, 

Completing the record of the big three 
in Canadian gold mining is the Dome 
Mines property, which stands a few miles 
southeast of the two first-named in the 
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Porcupine camp, and is an immense in- 
dustrial plant for the treatment of low- 
grade ore. At first, a great mound of ore 
told prospectors of the hidden wealth of 
Dome, but now operations are carried on 
by the usual shaft and tunnel system, 
values ranging from $4 to $7.12 last year. 

Ore reserves at the Dome are consid- 
ered sufficient *to assure operations at full 
blast for three or four years, while the 
recent acquisition of Dome Extension ad- 
joining may prolong the life of Dome 
much farther. The plant of Dome was 
closed from December, 1917, to May, 
1919, under adverse labor conditions, but 
early in 1920 dividends were resumed. 
Operating costs last year were $3,446 per 
ton, compared with $2,778 in 1918, but, 
fortunately, the recovery per ton in- 
creased to $6.566, as against $4.173. 

° The Silvers 

Many of Canada’s silver stocks have 
competed for public favor from time to 
time, but probably the Nipissing Mines 
Company, with its large plant at Cobalt, 
stands alone in respect of consistent per- 
formance. The original company dates 
from fourteen years back—1906. The 
Northern Ontario tourist, as he emerges 
from the miles of unbroken forest and 
lake-land into the bustling town .of Co- 
balt, is at once attracted by the im- 


The mining property of the Interna- 
tional Nickel Co. contains more than 20,- 
000,000 tons of ore, or sufficient to supply 
the company’s requirements for a great 
many years. The Port Colborne refinery 
was erected under Government pressure 
after agitation and complaint that Canada 
was not realizing as much as she might 
from the manufacture of nickel from raw 
materials. 

During the War, International Nickel 
enjoyed its greatest boom, owing to the 
demand for the metal for war purposes, 
and the reaction since then has affected 
the company for the time being, reduced 
its earnings and led to the passing of its 
dividend on common stock, of which $41,- 
834,600 is outstanding. Taking a period 
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the Amalgamated Asbestos Corporation of 
Canada. It has a daily capacity of 4,500 
tons of mill rock. 

As in the.case of so many other Ca- 
nadian corporations, the war brought 
much new business to the asbestos con- 
cern and established it on what seems now 
will be a solid basis for many years to 
come. The asbestos fibre of Quebec, 
though seldom more than two inches long, 
is flexible and strong, and has many uses 
in non-conducting packing, and as a fire- 
proof textile. 

The Asbestos Corporation had, at the 
end of last year, net assets applicable to 
the common stock amounting to $153 per 
share. Its indicated earnings on the 
common during the past few years were 
as follows: 1919, 22.93%; 1918, 18.73: 
1917, 0.45%. 


Some of the Activities in British Columbia 
Amid_ British Columbia’s towering 
mountains, several large corporations are 
recovering copper and other metals. 
Years ago the town of Rossland was much 
in the public eye because of the gold mines 
in its vicinity; but the early spectacular 
values found here .rapidly declined and 
Rossland is now a quiet spot once more, 
with a much reduced population. Here 
is the centre of the operations of the Con- 
solidated Mining & Smelting Co. of 








mense plant of Nipissing, and its 
overhead ore-carrying system from 
one side of the lake to the other. 

Nipissing’s total production to the 
end of 1919 was $35,806,474. The 
company can hardly be said to be in 
its heyday just now, for last year’s 
net production was $3,553,958, as 
against $4,165,353 in 1918. Of course, 
allowance must be made for the strike 
in the summer of 1919, but even so, 
the higher price of silver gave a high 
return in value for the actual number 
of ounces produced, which was the 
smallest since 1908. 

Nipissing’s reserves of high-grade 
ore were 3,976,774 ounces at the end 


TABLE II.—PRINCIPAL MINERALS PRODUCED 
IN CANADA IN 1919, 


Quantity 
value 18.691 cents 
pound Ibs. 75,053,581 
at $20.671,834 per 
766,764 
38,457 
5,883 
Ibs. 43,827,699 
bs, 44,544,883 


Ibs. 16,020,657 
at 7.338 ome 


Value 
$14,028,265 
15,850,423 
899,406 
46,525 
8,053,037 
17,817,958 
17,802,474 


Copper, 
per 

Gold, 
oz 


ore 
Iron 


per pound 
Zine, value 


Canada, incorporated in 1906 to take 
over several of the important mines, 
such as War Eagle, Centre Star and 
St. Eugene. The company also ac- 
quired a smelter at Trail and one at 
Fort Steele, together with the West 
Kootenay Power & Light Company. 

The Canadian Pacific Railway is a 
large shareholder in Consolidated 
Smelting, and its operations have 
been sarried on along aggressive but 
cofiservative lines. The demand for 
zinc and copper during the war 
brought prosperity to the company, 
and 1917 was its banner year in pro- 
duction, with values of $13,021,127. 
This dropped last year to $9,720,531. 





of 1919, compared with 3,473,184 at 


Capital stock outstanding is $10,533,- 





the end of 1918, and 4,682,293 in 1917. 


700, and funded debt $3,000,000. In- 
dicated earnings on the stock during 





The net profits from Nipissing Mines 





Company for the past ten years have 
amounted to $20,988,058, or an annual 
average of $2,098,805. 

Recently the company has been ex- 
tending its scope, having made oil in- 
vestments in Texas and Kansas. 





Some oil was found in Kansas, but the 


TABLE UI.—PEAK POINTS IN CANADA'S 
MINERAL PRODUCTION, 

Metallic Non-Metallic 

$10,762,614 

, 582,823 

47,674,600 

69,476,456 

96,752,745 

103,423,597 


Total-Value 
$14,013,913 
49,234,005 
91,831,441 
128,863,075 
211,301,897 
176,686,390 


the past few years have been as fol- 
lows: 1919, 7.84%; 1918, 7.97; 1917, 
10.28; 1916, 11.82; 1915, 13.70; 1914, 
8.17%. 

Another large concern operating in 
British Columbia and much better 
known in the United States, where its 











Texas wells were dry. Naturally, the 





stock is largely held, is the Granby 





company’s entrance into the oil in- 
dustry, while promising silver pros- 
pects in northern Ontario awaited develop- 
ment, has aroused considerable unfavor- 
able comment. 


The International Nickel Company 

Located in the great nickel area of Sud- 
bury in northern Ontario, the ore re- 
sources of the International Nickel Com- 
pany have long given it a prominence 
wherever nickel is known as a commod- 
ity. The present company dates from 
1902, having been incorporated under the 
laws of New Jersey, and has always been 
largely American in ownership and con- 
trol. Its large smelting plants at Copper 
Cliff, just to the west of Sudbury, Ont., 
have a daily capacity of 3,500 tons, as 
well as refining plants in New Jersey and 
at Port Colborne, Ont. 
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of the past ten years, International Nickel 
had aggregate net profits available for 
dividends of $66,214,108, or an average of 
$6,621,411. International Nickel. frequent- 
ly appears in the Wall Street active list, 
and in 1916 sold as high as 57%, drop- 
ping to a low in 1919 of 205%, and still 
lower to 1554 in May of this year. Indi- 
cated earnings during the past few years 
were as follows on the common stock: 
1920, 5.29% ; 1919, 12.88; 1918, 23.18; 1917, 
31.13; 1916, 27.34; 1915, 13.32; 1914, 
11.20%. 
The Asbestos Corporation 

In the Eastern Townships of Quebec 
are large asbestos deposits, and here the 
Asbestos Corporation of Canada operates 
on a large scale. This company was in- 
corporated in 1912 as a reorganization of 


Consolidated Mining, Smelting & 
Power Company. This company 
dates back to 1901, when a number of 
properties were acquired, and plants have 
since been operated at Phoenix, Anyox 
and Grand Forks. Outstanding stock is 
$15,000,420, and bonded debt $2,039,000. 
Granby’s production was largely in- 
creased during the war, but has fallen off 
substantially since, as may be seen from 
the following statement of copper produc- 
tion: 1919, 23,000,000 pounds; 1918, 44,- 
000,000 pounds; 1917, 41,000,000; 1916, 
42,000,000; 1915, 26,000,000. Indicated 
earnings on the stock during the past few 
years were: 1918, 28.62%; 1917, 34.82; 
1916, 25.46; 1915, 6.19; 1914, 2.93%. Ore 
reserves are estimated to contain 688,000,- 
000 pounds of copper, together with gold 
and silver values. (Continued on p. 954) 
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Has the Shipping Board Made Good? 


A Review of America’s Accomplishments to Date in the Upbuilding of Her Merchant Marine 
—The “Wooden Ship” Controversy 


HE Shipping Act of 1916 commences 
with the preamble: “An act to estab- 
lish a United States Shipping Board 

for the purpose of encouraging, develop- 
ing and creating a naval auxiliary and 
naval reserve and a merchant marine to 
meet the requirements of the commerce 
of the United States with its territories 
and possessions and with foreign coun- 
tries; to regulate carriers by water en- 
gaged in the foreign and interstate com- 
merce of the United States, and for other 
purposes.” The Merchant Marine Act 
of 1920 reads: “An act to provide for the 
promotion and maintenance of the Amer- 
ican Merchant Marine, * * * 
and provide for the disposition, 


By E. D. KING 


Advantages of Merchant Marine 

The best example of what a big mer- 
chant marine will do for a nation is 
Great Britain. For several centuries 
Great Britain has been the leader in 
maritime enterprise. This has accounted 
in good part for the steady increase in 
her national wealth. This year, for ex- 
ample, her shipping cargoes will amount 
to $2,200,000,000. This sum not only 
will offset Great Britain’s excess of im- 
ports over exports but will provide, in 
addition, a favorable balance of $100,000,- 
000. It is her shipping that is gradually 
bringing Great Britain to her former 


place as a leading creditor nation. 
I have suggested the benefits accruing 
from the immense shipping fleet owned 
by Great Britain to show why a merchant 
marine is a tremendously valuable asset 
to any nation. It is obvious that this 
country must follow Great Britain’s ex- 
ample. It is this need for ships that has 
caused the flood of marine legislation 
since 1916, and which in turn has been 
responsible for the tremendous advance 
we have made along these lines. With 
our big merchant marine we are now in 
a position to compete with other mari- 
time nations and thus develop and accel- 
erate our own foreign com- 

merce. The new position of 





regulation and use of property 
acquired thereunder, and for 
other purposes.” These vari- 
ous duties are entrusted to the 
United States Shipping Board. 
It will be interesting to see 
just how the American Mer- 
chant Marine has fared under 
its regime. 

To some, perhaps, the idea 
has occurred, “We got along 
pretty well without a big mer- 
chant marine before the war; 
why make such a fuss about it 
now?” The answer is that a 
big merchant marine, like a big 
agricultural output or big min- 





the United States as a leading 
exporting nation indicates that 
our fleet of merchant ships 
should be as great in extent, if 
not greater, than any other 
similar fleet on the seas. 

As above stated, the develop- 
ment of our merchant marine is 
mainly entrusted to the United 
States Shipping Board. While 
the latter has been severely 
criticised, both for some of its 
policies and for the manner in 
which it has provided for the 
operation of American ship- 
ping, on the whole, its achieve- 
ments have been of a far- 
reaching order. This does not 








ing or industrial production, is 
a source of national wealth. 
Nations without ships are gen- 
erally poor nations. Even in 
ancient times, the most pros- 
perous nations were the ones 
which had the most ships. 


Brown Bros. 


IS THE LEVIATHAN A WHITE ELEPHANT? 
The U. S. Shipping Board was offered $3,000,000 for this 


giant liner, but she remains unsold, costing the Board 
$2,500 a day for upkeep while rusting out at a Hoboken pier 


mean that criticisms levelled 
against the Board are without 
foundation. Many of them are 
justifiable. But in the main the 
accomplishments of the Board 
have been so stupendous as to 

















Copyright by Ewing Galloway. 


A FLEET OF GOVERNMENT-BUILT SHIPS 


These cargo carrying steamships were built by the Government at Detroit, Mich. and are now in the hands of the U. S. 
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make its occasional mistakes seem insig- 
nificant. 
Activities of Shipping Board 

The main duty of the Shipping Board as 
expressed in the preamble to the 1916 Act 
‘was to develop our merchant marine, That 
it has succeeded in fulfilling its function 
is shown by the fact that United States 
shipping tonnage today is 150% in excess 
of tonnage in 1914. In that year our ton- 
nage amounted to 6,368,000 as compared 
with 19,257,000 for the United Kingdom. 
Today we have tonnage amounting to 16,- 
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049,000 as compared with 18,330,000 for 
the United Kingdom. Thus, while Great 
Britain’s tonnage has diminished in the 
past few years, ours has increased enor- 
mously. 

Of course, the decrease in British ton- 
nage has been par- 


zens in its employment (the American 
Merchant Marine). Statistics of our 
placement bureau show that an average 
of 6 men out of 10 who enter the service 
of the vessels of Shipping Board control 
are American citizens. It is encouraging 
to learn that this percentage is growing 
higher from week to week”. The signi- 
ficance of this statement becomes more 
apparent when it is understood that up to 
recently our ships were mannéd by an ex- 
cessive proportion of aliens. It stands to 
reason that there is a big advantage in 
having American ships manned py Amer- 
icans, and it is to this end among others 
that the Shipping Board is laboring might- 
ily. An indication of what has already 
been accomplished along this line is the 
fact that since the establishment of the 
Shipping Board’s training schools for offi- 
cers about three years ago, over 13,000 
newly fledged officers have been gradu- 
ated. 


Competition with Great Britain 


All these efforts have resulted in a’ big- 
ger and better merchant marine. It has 
also resulted in severe competition be- 
tween the United States and the United 
Kingdom, which the latter is just begin- 
ning to feel. It is a novel situation for 
Great Britain to find its hold upon the 
world’s shipping jeopardized, but such is 
the case today. This alone brings out 
clearly the startling transformation in the 
maritime activities of this country in the 
past few years. So decided are American 
efforts towards capturing a good share of 
the world’s trade—although it must be 
admitted that such efforts are partially 
nullified by our lack of experience in this 
direction—that Great Britain is fearful 
lest we make too great progress. 

As a matter of fact, many British ships 
are tied up today for want of cargo which 
our ships have appropriated for them- 


It is estimated that the total foreign 
commerce of the United States for the 
fiscal year ended June 30, 1920, consisted 
of 71,586,242 cargo tons. Of this amount, 
45,115,711 tons consisted of exports and 
26,470,531 tons consisted of imports. Of 
the total imports and exports into and 
out of the United States, Shipping Board 
vessels carried 20,615,402 tons, or about 
28%. 

Operating Costs 


Before the Shipping Board finally dem- 
onstrated that it was a success, there was 
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considerable scepticism as to whether the 
vessels controlled by the Board could 
compete with foreign vessels which were 
operating at a lower cost. On a freighter 
of medium size, say 10,000 tons, there is 
a wage bill of about $1,000 against us 

while in the case 





of Japanese vessels 





tially due to its 
losses during the 
war due to sub- 
marine activity 
and other causes. 
But the difference 
since 1914 in ton- 
nage position be- 
tween the two na- 
tions would hardly 


United States 
United Kingdom 


(Carried by U. 8. Shipping Board 


TABLE I.—TONNAGE, 
Wood 

1,234,000 

35,000 


Sailing 
1,475,000 
270,000 


TABLE II.—EXPORTS AND IMPORTS 


Total Exports 


Vessels, for Fiscal Year Ended June 30, 1920.) 


this difference runs 
as high as $2,000 
monthly. 

While our labor 
costs have been 
higher than those 


Total 
16,049,000 
18,330,000 


Tron 
227,000 
227,000 


Imports 
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be accounted for 
by submarine dep- 
redations, were it 
not for the heroic 
endeavors made by 
this nation during 
the war, to increase 
its shipping to the 
greatest possible 
extent. 

Coincident with 
the steps taken 
during recent 
years for the en- 
largement of our 
merchant marine 
have been the steps 
taken for the in- 
crease and 
sonnel. As 
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of other nations, 
this has been a 
minor item on ac- 
count of the world- 
wide demand for 
shipping which has 
existed up to re- 
cently. . Certainly 
the difference be- 
tween our wage 
bills and those of 
foreign countries 
has not interfered 
with the steady ex- 
pansion of our 
shipping activities. 
Apparently we can 
hold our own, es- 
pecially since for- 


7,286,168 











eign wage bills 





improvement 
Admiral Benson said 


of its per- 
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selves. It is 
ships- are carrying 55% of all the com- 


estimated that American 


recent issue of THE MAGAZINE OF WALL 
Street “* * * the time has now come 
when * * * every effort must be made to 
increase the proportion of American citi- 
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merce originating in the United States. 
Naturally, this improvement in our ship- 
ping activities has been mainly at the ex- 
pense of our chief competitor. 


show a tendency to 

advance to meet ours. At any rate, the 

subsidy features of the Marine Act are 

capable of offsetting any difference in costs 
compared with foreign enterprise. 

The question has also been raised as to 

whether the world-wide drop in shipping 
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activity now taking place will not result in 
a surplus of ships. Some have suggested 
that the Shipping Board was too ambi- 
tious and constructed more ships than 
was needed, 

It certainly seems at preseht writing 
that this is a valid criticism of the Ship- 
ping Board’s policy. Very probably, if 
there js not already a surplus of ships 
there will be one soon. In that case 
added construction on the part of the 
Shipping Board looks like a mistake. A 
surplus of tonnage will no doubt result 
in lower ocean rates, and it begins to ap- 
pear that a world-wide slashing of ocean 
rates is about to take place. 

Possibly the Shipping Board’s strenuous 
activities to turn out ships and more ships, 
in the face of impending falling off in 
world business, will be to a large degree 
responsible for the plight in which other 
shipping interests will find themselves. 


Sale of Ships 


The Shipping Board, however, has other 
duties beside the construction of new ships 
and among the most important of these is 
the sale of ships already on hand. It is 
safe to say that in no, other field of its 
activity has the Shipping Board met with 
so much criticism as in the method of its 
disposal of ships. The case of the Le- 
viathan for which it was offered about 
$3,000,000 by International Mercantile 
Marine and refused and which is now use- 
less alongside its pier is a good instance 
of the wastage of which the Board has 
been accused. The general impres- 
sion is that the Board shows a disposition 
to hold out for too high prices. Another 
instance of what seems a mistake in pol- 


icy is the proposition to sell certain marine 
equipment on the Pacific Coast for an 
amount less than half its cost. Had this 


equipment been offered earlier, it is 
thought that the Board could have re- 
ceived a much better price. 

It is hardly fair, however, to criticize 
the Board for such mistakes. Sadly 
undermanned and, burdened with multi- 
farious duties, it is not in a position to 
give due consideration to each detail. 
The Board consists of only seven mem- 
bers, and it is virtually impossible for 
these men to transact all the business at 
hand, 

It would seem that, instead of levelling 
criticism against the Board itself, it would 
be more justifiable to criticize the Marine 
Act itself, which provided for too small 
a board. What is needed is an amend- 
ment to the law. Then many mistakes 
might be averted and millions saved, both 
to the Government and private interests. 


Conditions of Sale 


The main efforts of the Board just now 
are directed toward disposal of its ships. 
These ships are either disposed of by 
sale or are chartered or leased to respon- 
sible parties. Where ships cannot be sold 
or chartered or leased, they are operated 
by the Board itself. 

The conditions and térms of the sale of 
the ships have been laid down very ex- 
plicitly. Ships can only be sold to respon- 
sible American citizens. Prices and terms 
are prescribed by the Board. The basis 
of sale is different for steel and wooden 
ships. For steel ships it is 10% of the 
purchase price in cash. and 5% semi-an- 
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nually for two years. The balance of 70% 
is to. be paid semi-annually in a period of 
10 years, with interest at 5%. Wooden 
Ships can be purchased on the following 
basis: 10% in cash on delivery and the 
balance semi-annually in three years. 
Sales are conducted on an open competi- 
tive bidding basis, and are extensively ad- 
vertised by the Board. 

Control of the ships, even after sale, 
remains with the Board until 50% of the 
purchase price has been paid. Upon such 
payment, the buyer is to execute a pre- 
ferred mortgage with the Board and is 
thereupon released from ‘further super- 
vision, 


Other Provisions 

During a period of 5 years from the 
enactment of the 1920 Marine Act, the 
Board can set aside from sales and op- 
erations an amount not exceeding $25,- 
000,000 annually for the construction loan 
fund. This amount may be used for con- 
struction and equipment and can be used 
to aid private interests in construction. 
No aid is to be extended amounting to 
over 6634% of the total cost. This pro- 
vision of the law is quite analogous to the 
provisions of the Cummins-Esch law 
which provides the famous revolving fund 
for the railroads. 

The Board has had fair success of dis- 
posing of its steel ships but attempts to 
sell its wooden ships have proved a dis- 
mal failure. At present, 92 steel vessels 
are for sale. The price asked is $160- 
$185 per deadweight ton. These ships 
are all of modern construction and about 
half are oil-burners. The oil-burners are 
particularly popular, as shown by the fact 
that 5 ships of this type were recently 
sold to the American Fuel & Transport 
Company at a hase price of $185 per dead- 
weight ton. This was the top price asked 
by the Board. 

The frantic efforts of the Board to sell 
the wooden ships, however, would be 
amusing if the possibility of its failure to 
do so were not so serious. These wooden 
ships are certainly a nice, big white ele- 
phant on the hands of the Shipping Board. 
Three attempts have been made to dispose 
of them. Each has proven a dis- 
mal failure. There are 285 wooden ships 
which the Board would like to pass on to 
some one else. These total about 1,000,- 
000 tons deadweight. The ships cost 
somewhere in the neighborhood of $170 
deadweight. The nearest approach to an 
offer was $12 a ton. If the ships are not 
sold the Board stands to lose about $200,- 
000,000. 

All this recalls the famous “wooden 
ship” controversy which finally forced 
General Goethals to resign from the Emer- 
gency Fleet Corporation. It certainly ap- 
pears that the General was right. 


Agents 

A number of the Shipping Board's 
vessels are operated by private lines which 
act as the managing agents. Such agents 
must be efficient or the privilege is with- 
drawn. Inefficient operation will not be 
tolerated. A good example of the 
Board’s attitude in this matter was the 
recent withdrawal of the privilege of op- 
erating 5 ships from a certain Southern 
corporation because of inefficient opera- 
tion. Until these ships have been re-allo- 


cated, they will be operated by the Board 


itself. 


Operations conducted by the Board it- 
self form a very large part of its activi- 
ties. But with continued sales of the 
ships to private interests the Board will 
naturally have less ships to operate on its 
own account. Eventually, it may be pre- 
sumed all American ships will be oper- 
ated by private interests. At least this 
is one of the purposes of the Marine Act 
of 1920. 

There are many other phases of the 
Board’s activities, such as insurance, reg- 
ulation of routes and charters but these 
are too numerous for enumeration in this 
article. In general it may be said that 
the Board’s efforts toward developing the 
American merchant marine are vigorous 
and, judged by the general result, en- 
tirely satisfactory from a national view- 
point. 


Conclusion 


Under the administration of the Ship- 
ping Board the mercantile marine has 
grown to be the second largest in the 
world, with every prospect of becoming 
the largest. While there have been many 
disappointments and mistakes in policy 
and administration, it is well to remember 
that in creating a very large merchant 
marine, the Board has succeeded in its 
primary task. It has met the final test. 

We now starid in a position long de- 
sired by statesmen of vision. Our ship- 
ping fleet is a good guarantee that we 
will be able to maintain our new position 
in the world’s markets. In the final an- 
alysis, it has added tremendously to the 
wealth of the country. It is one of the 
best investments that this country has ever 
made. 





FOREIGN TRADE ON BARTER BASIS 


A large field for foreign trade on the 
barter basis, an emergency method al- 
ready successfully employed by Great 
Britain, is open to the United States and 
should be availed of during the present 
abnormal period, according to a recent 
statement of the Guaranty Trust Com- 
pany, which says, in part: 

“In view of the important relation 
which export trade now holds to 
our new shipping interests and to our 
general national prosperity, it appears 
that the initiative to enter this field of 
barter operations should be found in the 
United States also. It should not be be- 
yond the powers of our traders to create 
the machinery that would permit of a 
considerable direct exchange of products 
during the present abnormal period. 
Some such operations have already been 
inaugurated, but much more can be done. 
The safeguards that are desirable to pro- 
tect the complicated operations involved 
in the barter of commodities of varied 
character present considerable difficulties, 
but they could be overcome. In any 
event, overseas commerce is so necessary 
that any method under which it is found 
possible to continue it should not be ig- 
nored. The risks that undoubtedly exist 
are not so great as to deter enterprise in 
this field, and there is the opportunity to 
form lasting trade connections which the 
restoration of industry and normal ex- 
change will make valuable.” 
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Commodity Prices Lowest Since 1917 


Money Easier—Bonds Rise—General Business Less Active 


HE fall in commodity prices and in 

the cost of living has of course been 

the big feature of the recent business 
situation. According to the Bradstreet 
figure, shown on the large graph herewith, 
the general level of prices is the lowest 
since the middle of 1917, when we were 
just rolling up our sleeves and spitting 
on our hands preparatory to doing some 
real fighting. 

Prices are now about 19% below the 
highest and about 95% above the pre-war 
level. On the other hand, average weekly 
earnings in New York State factories in 
August ‘were 225% of the pre-war’ level. 
So labor of this class, which in 1917 was 
suffering severely from the high cost of 
living, is now benefiting from a relatively 
low cost of living as compared with 
wages. Wages have not fallen since Au- 
gust, except in a very few isolated cases, 
but undoubtedly more employees are out 
of work. 

A fall in prices amounting to nearly 
20% within four months necessarily has 
very wide effects. The decline has been 
so rapid as almost to deserve the adjec- 
tive precipitate. After a fairly steady rise 
for nearly six years, amounting in all to 
nearly 140%, a fall was inevitable; but it 
would be contrary to the world’s past ex- 
perience if the fall were to continue at 
anything like the pace set so far. The 
natural thing to expect, when once the 
current liquidation comes to a pause, is 
a good rally. 

If a mere expression of personal opin- 
ion is of interest, I believe that the pres- 
ent sharp decline has about run its course. 
After some further gradual drop due to 
the later readjustment of some prices 
which are still relatively high compared 
with others, I should expect a period of 
‘ rest followed by a slow advance. There 
has been a good deal of distress liquida- 
tion in many lines of business, under the 
influence of which very low prices have 
been established. , 

It is the rule that bank loans increase 
while prices fall, although at first thought 
that seems contradictory. The explana- 
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tion is that the money that is released in 
some directions by the fall of prices (less 
money being required to carry the same 
quantity of goods) is more than balanced 
by the loans required by business men who 
find themselves loaded up with goods 
bought at previous high prices and there- 
fore temporarily losing money. 
Money Easier 

The above explains why commercial pa- 
per clings to the 8% rate—and an addi- 
tional reason of course is that this is the 
cfop moving season, when increased loans 
are abways necessary. Time money at 
New York, however, is reflecting the prog- 
ress of liquidation, being now about 8% 
as against 9% early in 1920, and call money 
is averaging around 7%, which compares 
with very high figures last Fall. This, 
also, is a normal state of things—that an 
easier tendency should develop first in call 
money, then in time money, and finally in 
commercial paper, 

The movements of industrial stocks do 
not yet clearly foreshadow business im- 
provement. They have, however, been de- 
clining for almost a year, and that is about 
as long as a bear market usually lasts. 
Wall Street has been very thoroughly 
liquidated, as everybody knows, and the 
industrials, though lagging behind the 
rails—which have had the advantage of 
an advance in rates—are nevertheless be- 
ginning to show a decidedly better tone. 

The weakness of copper metal also sug- 
gests that we are approaching the end of 
business liquidation, for copper is notori- 
ously a “late mover.” This is because it 
finds its chief use in new construction, and 
activity in new construction generally 
trails along behind changes in the trades 
which depend more directly upon current 
consumption. Some sales of small lots of 
copper have been reported as low as 15% 
cents. This, however, is below the real 
market, and incidentally it is also below 
the present cost of production for most 
mines. A price of 16 cents will inevitably 
mean a cut in production. 

Pig iron and coke prices have begun to 
fall, as predicted here; and U. S. Steel’s 


unfilled orders, as ‘well as the production 
of pig, are pretty sure to fall further. 
For a long time the independent steel 
companies have been able to get prices 
for steel well above those which U. §. 
Steel has elected to maintain, but that 
condition is now passing, with the result 
that the general average of steel prices is 
lower; but costs in this industry are so 
high that no big price decline seems pos- 
sible. 

Our foreign trade export balancé has 
reached a new low point since 1914, and 
without attempting to predict minor 
changes I expect this same tendency to 
continue for half a dozen years. But our 
exports are small compared with the vol- 
ume of our domestic trade and for that 
reason do not have so much direct effect 
on our business prospects as many persons 
suppose. (In this connection, see graph 
on page 58 in “A Century of Prices.”) 

Our “Index of Corporation Credit” re- 
flects the continued rise in railroad bonds. 
While other bonds have not risen so much 
—not having been so badly depressed be- 
forehand—their trend is the same. But 
as the graph shows, bonds are still low 
and the broad tendency must be upward 
for years. 

Business men should now avoid sacri- 
ficing goods at low prices and should 
begin to lay their plans for better trade 
conditions next spring. There is, how- 
ever, no hurry about accumulating stocks 
of goods for the future. Within the next 
six months there should be opportunities 
to pick up bargains in many lines. The 
best bargains right now are in bonds and 
preferred stocks, and probably will be for 
some months. The business man’s money, 
if he is lucky or far-sighted enough to 
have any on hand, will probably make him 
more in that field than it would in carry- 
ing stocks of goods, 

We are getting pretty well over the 
effects of the war. Everything is becom- 
ing much more normal, except that we 
are on a higher plane of prices. In that 
particular it is useless to expect pre-war 
levels. 
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The Future As Financial Leaders See It 


Reserve Banker Believes Panic Need Never Be Seen Again—Constructive Optimism Revealed 


UNITED STATES HAS SEEN ITS 
LAST PANIC 


President Alexander, National Bank of 
Commerce, Finds Surety in Reserve 
System Against Further Disorders 


“The country’s credit structure was 
never better built than it is today, and in 
view of the elasticity given business con- 
ditions by the Federal Reserve System the 
country need never see another panic, 

“The peak of credit expansion must 
soon pass, but this does not mean that 
there are not ahead of us many serious 
and necessary adjustments. There must 
be established stable price levels so that 
business can be conducted on a basis of 
confident judgment rather than of guess 
and speculation. There must also be ad- 
equate production, primarily in the more 
substantial lines of goods, so that we shall 
not continue to live on a narrow hand to 
mouth margin which is responsible for 
unstable prices. We must conserve credit 
so that there will be ample funds for long 
time investments to provide for the reha- 
bilitation of essential permanent equip- 
ment, railroad building and repair, and 
necessary housing construction. 

“With these necessary readjustments be- 
fore us I believe the duty of the banks of 
the country is clear. It is their duty to 
interpret the needs of business in view of 
these foregoing considerations. Since the 
banks touch all phases of industry and 
business they are able to obtain a broader 
view of the total business situation than 
is the individual business man, whose en- 
thusiasm or anxiety over his own line may 

obscure his vision to the greater need and 
even to his own best interests.” 





AMPLE FUNDS. AVAILABLE FOR 
CROP-MOVING 


Federal. Reserve Board Scouts 
Credit Shortage 


“The board is advised that credit has 
been steadily available for the successive 
seasonal requirements of agriculture, as 
well as for the needs of commerce and 
industry, and that there is no ground for 
expecting that its availability for these 
purposes will not continue. 

“The present improved credit situation 
is due’ in part to the timely steps taken 
last spring, following conferences between 
the board and governors and directors of 
Federal Reserve banks to provide credit 
for crop moving requirements, and in part 
to the subsequent improvement in trans- 
portation repofted from all districts ex- 
cept in a few localities. 

“Between January 2 and October 1 of 
the present year, about 800 leading mem- 
ber banks from all-sections of the country 
which report their condition to the board 
weekly, and which represent approximate- 
ly 70% of member bank resources, have 
increased their loans for agricultural, in- 
dustrial and commercial purposes by an 
amount exceeding $1,800,000,000. This 
great increase in the credit extended .to 
their customers has, in the main, been 
made possible by the accommodation ex- 
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Fears of 


in Other Quarters 
tended member banks by the Federal Re- 


serve banks. 

“During the same period the Federal 
Reserve banks have increased their hold- 
ings of agricultural and commercial paper 
by more than $500,000,000, and from Jan- 
uary 23 to October 1, 1920, increased their 
issues of Federal Reserve notes by over 
$460,000,000. At the same time, Federal 
Reserve banks having surplus funds have 
extended accommodations to Federal Re- 
serve banks in agricultural and live stock 
districts by means of discounts aggregat- 
ing on October 1 over $225,000,000. 

“The disturbances in prices and demand 
which have recently manifested themselves 
in markets for various agricultural and 
other commodities, not only in the United 
States, but in other countries as well, are 
inevitable and unavoidable circumstances 
of the economic derangements occasioned 
by the world war. The United States con- 
tinues to have a heavy volume of exports, 
although foreign demand for certain agri- 
cultural staples has somewhat decreased. 
But the chief market for our raw and 
manufactured products is at home and our 
present huge crops of immense value may 
be expected gradually and in regular 
course to move from producers to the cus- 
tomers. The recent census, reckoning our 
population at 105,000,000, emphasizes a 
new capacity, irrespective of the demands 
of other countries.” 





NEW RATES WILL HELP MEDIUM- 
GRADE RAIL BONDS 


President Pulleyn, Emigrant Industrial 
Savings Bank, Is Confident 


“The railroads have the freight and pas- 
sengers to carry, and now with fair and 
equitable rates, net operating income 
should prove adequate. 

“The effect of the new rates will prove 
advantageous to the medium grade rail- 
toad bonds. The high grade railrgad 
bonds of such systems as the Pacific, 
Pennsylvania, Illinois Central, Chicago, 
Burlington & Quincy; Chicago, Milwaukee 
& St. Paul; Great Northern, Atlantic 
Coast Line, Rock Island, Chicago & 
Northwestern and the New York Central, 
are selling at a basis to yield less than 
6%, from 5.23% in the case of the Illinois 
Central bond to 5.75% in the case of the 
Coast Line bond. These values are as 
of September 1, 1920. ‘ Liberty bonds yield 
about the same rate. The return on such 
rail bonds marks and fully equals the pre- 
vailing interest rate on long term high 
grade securities. : 

“The new rates should tend to give add- 
ed assurance to investors that early ma- 
turities will properly be accounted for. 
Railroad maturities in the next five years 
amount to $1,352,943,588. ‘Confidence of 
the investor is of immediate importance. 
Bankers who may be called upon for finan- 
cial advice by their depositors and cus- 
tomers should appreciate the full meaning, 
from the. standpoint of stabilizing railroad 
securities of the new freight and passen- 
ger rates.” 
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BANKERS HAVE KEPT PREPARED 
FOR FUTURE DEMANDS 


President Hawes of A. B. A. Sees En. 
couragement in Country’s Record 


“Throughout the year changes in our 
economic structure and system of prices, 
while marked, have been less violent and 
less extreme than those experienced by 
other nations. We are the only country 
of importance in which the gold standard 
bas been successfully maintained. Better 
than any other country we have retained 
our pre-war banking and financial rela- 
tions, have conserved the sound elements 
of our banking practice, and have kept 
ourselves prepared for future demands. 

“While there is some disposition to com- 
plain about the reduced unit, or physical 
production of goods, yet there is good 
reason to believe that this is not as great 
as is commonly supposed, and certainly 
does not constitute one of our chief dif- 
ficulties. Indeed, careful analysis seems to 
show that the per capita production of 
goods has since 1914 somewhat increased. 
It reached a high level in 1916, and al- 
though there has been a decrease since 
that date it is yet somewhat above the 
1914 level and shows indications of im- 
proving. 

“Our real difficulty has been in unbal- 
anced production. The war demanded the 
diversion of productive forces into certain 
restricted channels and we have not yet 
been able to realign these forces so that 
the supply and demand of goods are nor- 
mally uniform.” 

HOARDERS LIQUIDATING, WAGES 
AND COST OF LIVING COMING DOWN 


Robert H. Tremen, Director N. Y. Federal 
Reserve Board, Says Collapse Has 
Been Prevented 


“No readjustment process will be thor- 
oughly accomplished until retail distribu- 
tors go through practically the same ex- 
perience as producers of raw materials 
and manufacturers have gone. We can 
expect the present general level of retail 
prices will be maintained possibly through- 
out the balance of this year, but the con- 
suming public should begin to feel the 
effects of the drop in prices by next spring 
or summer in a more marked degree. 

“So far as the moving of merchandise 
and liquidating of inventories is concerned, 
the deflation process has only really begun, 
and we must expect that it will take 
months, and perhaps a few years, before 
it is completed. In this process we must 
expect that there must be some reduction 
in the wage scale. So large a proportion 
of the cost of articles may be traced to 
labor that there can be no real or perma- 
nent deflation completed until wage defla- 
tion takes place. 

“The readjustment now going on is our 
greatest assurance of sound business con- 
ditions after a short period. If we have 
a reasonable deflation in an orderly way 
it is the surest preventive of a collapse and 
will prove a positive benefit to the busi- 
ness situation. Speculative hoarders of 
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goods have been compelled to liquidate, 
the unrest of labor has been to a certain 
extent oversome and the cost of living 
will soon be lowered.” 





HUGE DEMAND FOR MOTOR TRUCKS 
- AND CARS IN STORE 


President Durant of General Motors Co. 
Optimistic as Ever Before 


“The automobile industry has grown to 
its present size on the merit of its prod- 
uct, combined with efficient merchandising 
methods. It would not be entitled to its 
present high position if it was not able 
to weather an occasional storm or read- 
justment such as it is now passing through 
along with other industries in the country. 

“It seems to me that this is the proper 
time for careful thinking, the placing of 
various departments of our business in 
order and an ideal time to fur- 
ther the efforts of our sales de- 
partment. 

“This readjustment was a 


entering upon this process will 
through equally well. 

“Just now the packers are encouraged 
at the improvement in their foreign busi- 
ness. The export demand from Conti- 
nental ports, and especially Germany, for 
pork products is regarded in some quar- 
ters as the best during any month of the 
current year.” 


come 





‘SHRINKAGE OF FARM PRODUCT 
PRICES PREDICTED FOR NEAR 
FUTURE 


Secretary Meredith Warns That Farmers 
Must Secure Credit 


“Taking all crops into consideration 
from present prices and tendencies, the 
farmers of the United States are facing 
a shrinkage of prices, as compared with 
last year, aggregating more than $2,500,- 


credit sufficient for their needs. Only thus 
can they continue to supply the nation’s 
demand for food.” 


EXCESSIVE RATES ON CALL MONEY 
RESPONSIBLE FOR SECURITY DROP 


Controller of the Currency Williams 
Hopes Sentiment Will Bring Reforms 


“The argument that high money rates 
prevent panics by enticing call money from 
banks and others in the interior to New 
York will not bear analysis. The facts 
are that much of the money drawn from 
the interior and loaned on call in New 
York at fancy rates would, but for the 
temptation of the high rates and the fear 
which they instill as to the future of the 
security market, be used by investors and 
banks and corporations who have these 
idle’ funds in the purchase of standard 
railroad and other bonds ; which 
would thus furnish funds to the 
New York market normally 
and naturally, 





perfectly natural thing to ex- 
pect at this time, and. when the 
country settles down to normal 
and the present hysteria passes, 
our industry will be found 
stronger than ever. We should 
look forward to the usual buy- 
ing enthusiasm at the shows 
followed by a big demand for 
motor cars and trucks. 

“I am as much of an optim- 
ist on the future of the auto- 
mobile-industry as I ever was.” 





EVIDENCES HERE AND 
ABROAD THAT WORLD 
IS RECOVERING 


Secretary of Treasury Houston 
Belittles Fear of Trouble 


“It is unnecessary to con- 
clude that debtor nations can- 
not by a time reasonably dis- 
tant discharge their obligations. 
The truth of the matter is that 
we are doing too much of our 
thinking immediately upon the 
heels of the greatest tragedy 
the world has known, and that 
the thinking of many people is 
naturally not calm and balanced 
and does not take a sufficient 
number of things into account. 





y, 


“The high rates for call 
money in New York have thus 
shut off a large part of the in- 
vestment demand for securities, 
which, during the last twelve 
months, largely because of these 
disturbing conditions, have been 
forced down to the lowest 
prices reached in forty years. 
It is my belief that if the call 
money rates in New York had 
been maintained at 6%, or at 
the maximum rates which are 
charged in other money cen- 
ters, as I believe could have 
been done with a reasonable de- 
gree of co-operation upon the 
part of the New York banks, 
the unprecedented shrinkage in 
security prices in the last twelve 
months would not have taken 
place and the apparent loss of 
billions of dollars in values 
would have been avoided. 

“My hope for the present is 
that, with the public in posses- 
sion of the facts, sentiment will 
be strong enough to bring about 
reforms,” 





CANCELLATIONS CON- 
TRIBUTE TO BUSINESS 








“This is not the first time the 
world has been in great trouble, 
and if we can judge from his- 
tory the world will get on her 
feet again and will move for- 
ward to a higher level. As a 
matter of fact, the world is regaining her 
feet even while people are talking about 
how she can begin. There are evidences 
of this both at home and abroad.” 


PACKING INDUSTRY EMERGING 
FROM READJUSTMENT PERIOD 
Thomas E. Wilson, Wilson & Co. Believes 
Other Lines Will Fare Equally Well 


“The packing industry is just now 
emerging from a period of most drastic 
readjustment and deflation. ' 

“From top to bottom the packing in- 
dustry has been liquidated and deflated. 

“There is every reason, I think, to be- 
lieve that other industries which are now 
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Alley in Memphis Commercial Appeal. 


AW, CHEER UP—IT’LL SOON WORK OFF! 


000,000, nearly 17%. 

“Under existing conditions farmers have 
no assurance of receiving adequate prices 
for their products. They are many times 
obliged to sell when prices are lowest, 
while the consumer pays the prices pre- 
vailing at other periods of the year. A 
large proportion of each year’s staple crops 
must-be carried along during the year and 
put on sale as there is an effective con- 
sumption demand. No one questions that 
fact. The only point at issue is, Shall the 
farmer, whose primary interests are in- 
volved, be afforded such credit by local 
banks as will enable him to market his 
crops in orderly fashion? The American 
people must see to it that farmers secure 


PARALYSIS 
Chairman Barker, Natl. 
of Credit Men, Condemns 


Assn. 


Practice 


“One of the foremost ques- 

tions in the commercial field 

during recent days was the enormous 
sum of orders cancelled after they had 
been placed in good faith and were 
accepted as legitimate business. Can- 
cellations have been a contributing cause 
to business paralysis. They have brought 
about hesitation and led to the shut- 
ting down of some industrial plants. 
The cancellation evil is not incident to 
this nation alone, but reflects a certain 
human element that will be brought into 


play under conditions of fear and alarm 
and destroying composure except where 
strong business conscience and a common 
sense appreciation of conditions are in 
control,” 
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Western Pacific Railroad Co. 


The History 





HE relationship of the Western Pa- 

cific Railroad to the Denver & Rio 

Grande and the imminence of the 
sale of the latter have led lately to many 
whispered charges and implications of 
collusions, all of them groundless and even 
ridiculous, 

There is a class in the financial district 
that is more noisy than important, and it 
is never so noisy as.after it has put up a 
successful job on itself. Brokers are able 
to trace the activities of this class by the 
supply of runners. In big bull markets 
such as 1919, when it is pessible to turn 
over the entire issue of Denver & Rio 
Grande every week, runners become spec- 
ulators. In liquidating markets such as 
1920, when a stock like Denver & Rio 
Grande preferred breaks from 14 to 2% 
in a week, speculators become runners. 

Just now, the supply of runners is am- 
ple to meet the demand, and most of the 
noise over the reorganization of Western 
Pacific arises from the obstreperous little 
gentlemen who, as speculators or runners, 
contrive at all times to block traffic in 
New Street. Thus, one hears at present 
a great deal of railroad finance from a 
type of traders who would be better en- 
gaged in the application of gasoline to 
the fronts of their waistcoats. 

The daily riots over Denver & Rio 
Grande that take place in front of the 
popular-priced eating places have been 
helped along by an uninspired pamphlet- 
eer, who, in many printed pages, would 
have told, had he had any readers, what 
he didn’t know about the subject. 

Although many voices have been up- 
raised, the din has hardly reached Wall 
Street, but those who are forced, on ac- 
count of high rentals, to occupy offices 
on New Street have learned that Union 
Pacific, Southern Pacific, Missouri Pacific, 
Western Pacific, Kuhn, Loeb & Company, 
the Equitable Trust Company, Alvin W. 
Krech and the ghosts of Jay Gould and 
E. H. Harriman entered into a conspiracy 
to rob the stockholders of Denver & Rio 
Grande. 

That the reorganization of the old 
Western Pacific should excite comment 
need occasion no surprise, because it was 
one of the few honest railroad reorganiza- 
tions in the history of American finance. 
Up to that time it had been the custom 
to look upon railroad reorganizations as 
give and take affairs, in which the bond- 
holders gave and the stockholders took. 

I ascribe the present depreciated prices 
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Railroads 
Bonds and Stocks 


of An Honest Reorganization 


The Story of Alvin W. Krech’s Efforts to Save a $50,000,000 Investment for 5,000 Small 


Bondholders 
By CHARLES REMINGTON 


of speculative railroad bonds—that is, the 
bonds of roads whose solvency is in doubt 
—to this very practice and to the knowl- 
edge on the part of holders that, in event 
of reorganization, their equities would be 
sacrificed to the interests of stockholders. 

This shifting of equities in reorganiza- 
tions brought railroad finance into dis- 
repute, and I know of no one man who 
has done more than Alvin W. Krech to 
correct a practice that he found dis- 
honest. Railroad mortgages should be 
drawn so that a default in one will create 
a default in all, and they should then be 
foreclosed in the order of their priority. 
The holder of a first mortgage bond 
should receive his money or the fullest 
equity in the property, and should not be 
required to continue for, years as the 
holder of a security always scraping the 
bottom while equities for pyramided 
stocks are being built up. If the holders 
of a second mortgage believe they have 
an equity in a given property, the burden 
of proving it by paying off the first lien 
should rest on them. 


The Old Western Pacific 


During the period under discussicn, I 
was financial editor of a San Francisco 
newspaper, and, as a journalist, fairly in- 
timate with the events leading up to the 
reorganization of Western Pacific. 

The early construction of this road was 
financed by the sale of $50,000,000 5% 
bonds. As there was no margin over the 
debt, the underwriters, composed of Blair 
& Company, E. H. Rollins & Sons and 
William Salomon & Company, required 
the guaranty of the Denver & Rio Grande. 

The sum was found to be insufficient to 
complete the project, so that Denver & 
Rio Grande was forced to purchase $25,- 
000,000 Western Pacific second mortgage 
bonds, the purchase having been financed 
by the sale of Denver bonds. 

The new road proved to be ahead of 
its time, operating income failed to cover 
interest charges on the first mortgage 
bonds and Denver & Rio Grande was 
compelled to meet the deficit. This it did 
from its own operating surplus. 

A time arrived when the directors of 
Denver & Rio Grande were confronted 
with the alternative of defaulting on the 
Western Pacific guaranty or of impairing 
the margin of safety of their own bond- 
holders, and they chose the former after 
the failure of efforts to have the sub- 


* cisco. 


sidiary’s first mortgage bonds reduced by 
half. 

As president of the Equitable Trust 
Company, trustee under the old mortgage, 
Mr. Krech was called upon to protect the 
bondholders. These numbered about 5,000 
and included many conservative investors 
on the Pacific Coast and in New England 
among the clients of E. H. Rollins & 
Sons. In the beginning Mr. Krech’s only 
ally was the house of Rollins. Early in 
the negotiations, John D. Rockefeller, the 
largest holder of Western Pacific bonds 
but with big interests in Denver securities, 
threw in the weight of his support. The 
other underwriters were heavily interested 
in Denver securities, but they finally ac- 
ceded to Mr. Krech’s insistence for a 
square deal. 

After the New York underwriting in- 
terests had agreed on a plan, the scene 
of action was transferred to San Fran- 
In that city there is a little per- 
son—a very little person—who had a local 
reputation for knowing the last word in 
reorganizations and Mr. Krech neglected 
to consult the gentleman as to the details 
of the plan. In his peeve, he dissented 
from the plan and drew about him enough 
other dissenters to represent about 
$2,500,000 bonds, or 5% of the issue. 

The dissensions that grew out of this 
gentleman’s huff were distorted to appear 
like Southern Pacific collusion. I think 
it is doubtful whether Southern Pacific 
interfered at all, but it is quite certain 
that Southern Pacific did not use its in- 
fluence to obtain a low upset price, which 
is the burden of most of the charges. 
Had the Harriman road desired to ob- 
struct the rehabilitation of Western Pa- 
cific, it would have exerted its influence 
with the court, if it possessed any, to ob- 
tain a high upset price. 


Affairs in San Francisco 


A good many ugly charges were ban- 
died around San Francisco at the time, 
and a few of them got on the front pages 
of the Chronicle and the Examiner, 
but it was never charged that the Western 
Pacific reorganization committee was’ act- 
ing in collusion with anyone. In fact, it 
was freely admitted that, where any rail- 
road influence was at work like that of 
Missouri Pacific, it was inimical to West- 
ern Pacific. 

This is the only fact that need to be 
considered in connection with the charge 
that there was collusion: the attorneys 
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for the reorganization committee were 
forced to get a writ of mandamus from 
the United States Circuit Court of Ap- 
peals before they could obtain an order 
of sale. 

The upset price of $18,000,000, the sum 
that has been criticised, was based on the 
company’s earning power at the time. 

As far as the subsequent collusion of 
Misseuri Pacific is concerned, it can be 
pointed out that the Denver & Rio Grande, 
then controlled by MOP, carried the case 
to the United States Supreme Court, 
where a writ of certiorari was denied. 
The effect was to make the original judg- 
ment, granted against the guaranty of Den- 





Reading Company 





ver & Rio Grande, final. 

This case, in its various phases, has 
been before the Federal district courts in 
three states, before the Court of Appeals 
in two circuits and before the Supreme 
Court. To assume that a fraud of this 
magnitude could be perpetrated on all the 
jurists involved is too absurd to entertain 
beyond New Street. 

The old bondholders of Western Pacific 
subscribed for $50,000,000 at prices close 
to par. At the record high prices for the 
new stocks—75 for the preferred and 40 
for the common—they would realize less 
than $40,000,000. In addition, they sub- 
scribed $18,000,000 for the existing bonds, 





which are selling for $17,000,000. 

Most of the present holders of Denver 
stocks purchased their holdings in 1919 
for no reason except that the preferred 
was active. The issue was listed. Mis- 
souri Pacific sold without representation. 
Hence, the buyers took the stock without 
recourse. 

Between the two classes of security 
holders, it is not difficult to see where the 
equities lie, and no fair-minded observer 
will withhold his approbation from Mr. 
Krech, who has protected 5,000 investors 
at the expense of the profits of a crowd 
of stock speculators and the hurt pride of 
a very little person.—vol. 26, p. 26. 


Figuring the Values Behind Reading Stocks 


Conflicting Provisions Under Which Preferred Classes Were Issued Make Liquidating Value 


ROM what is known of the provisions 
F governing the issuance of the three 

classes of stock of Reading Com- 
pany, it is impossible to justify their pres- 
ent relationship in the market. This state- 
ment has no reference to the value of the 
property. The stocks may be worth $50 
a share, as all will admit, or they may be 
‘worth $500 a share, as a few enthusiasts 
claim. The point herein made is that 
some of the issues are selling too high or 
too low, depending on the processes of 
the impending liquidation for certain 
other issues. 

Take, for instance, the case of the sec- 
ond preferred. It is callable at 50 but is 
selling at 60. The stock may be converted 
into 50% each of first preferred and com- 
mon at the option of the board of direc- 
tors but not at the option of holders. 
The first preferred is callable at 50 and 
the common is selling around 100. If the 
second preferred is called it would be 
worth only 50; if the company exercises 
its right of conversion the stock should 
be worth 69 on the basis of the present 
quetation for the common and par for 
the first preferred. 

On the other hand, the listing applica- 
tion for the stocks in 1904 contains this 
reference: “The preferred and common 
stocks have equal voting power and in 
liquidation or dissolution of the corpora- 
tion will share equally in pro rata dis- 
“tribution of assets.” If this provision 
should be observed, the first preferred 
would be worth as much as the second, 
converted or unconverted, and the com- 
mon would be worth no more than either. 

To influence such a conclusion there 
arises another consideration. The segre- 
gation of the holdings of Reading Com- 
pany may not result in a liquidation or 
dissolution of the corporation. The cor- 
poration could not be dissolved without 
first paying off the general mortgage 4s, 
and this would be a very expensive under- 
taking, entailing great loss on the stock- 
holders, in the present investment market. 
It may be concluded, therefore, that every 
effort will be made to continue tne exist- 
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of Common Doubtful 
By DANA HYDE 


ence of Reading Company as a corporate 
entity, regardless of the extent to which it 
is shorn of its present holdings. 


Second Preferred Stock 


Reading Company has outstanding $28,- 
000,000 first preferred, $42,000,000 second 
preferred and $70,000,000 common. To 
retire the two issues of preferred at par 
and sustain the common at $100 a share 
or 200% of par would require $210,000,000 
net assets applicable to* the stocks after 
providing for a'l underlying obligations. 

Without attempting to ascertain the 
value of the assets, the arbitrary figure 
used will suffice for the purpose of illus- 
trating the effect on the liquidating value 
of the common in case the company should 
exercise its privilege to convert the second 
preferred. 

Following the conversion, there would 
be outstanding $49,000,000 first preferred 
and $91,000,000 common, and $161,000,000 
assets would remain for the common after 
providing for the first preferred. This 
would be at the rate of 177% of par, or 
$88.50 a share. Thus, it will be seen that, 
on the basis of $210,000,000 net assets for 
the stocks, it makes a difference of $11.50 
a share to the common whether the sec- 
ond preferred is converted. 

It is interesting to compute the value 
of the second preferred on the same hy- 
pothesis. Following the conversion, it has 
been seen that the common will be worth 
$88.50 a share instead of $100. Thus, the 
holder of 100 shares of second preferred 
will receive 50 shares of first preferred 
worth $50 a share and 50 shares of com- 
mon worth $88.50 a share, or $69.25 for 
each share of second preferred held. 

Until it is definitely known that the sec- 
ond preferred will be converted, or that 
both classes of preferred will participate 
ratably in a distribution of assets, it is 
hardly likely that this issue will fully dis- 
count in the market its prospects under 
liquidation. 


Participating Value of Preferred 
There is still another contingency, partly 


discounted by the price of the first pre- 
ferred stock, that should be considered. 
Even in a partial liquidation, such as 
might be arranged to suit the spirit of 
the decree, it is possible that both classes 
of preferred will participate ratably. 


On the same hypothesis formerly used, 
namely, that $210,000,000 assets are avail- 
able for the stocks, this sum would be 
applicable to $140,000,000 stock of all 
classes—150% of the par value or $75 a 
share. On this assumption, the common 
is selling too high. 

If it be concluded that the preferred is- 
sues will participate ratably, in order to 
justify a price of 100 for the common, 
there would have to be $280,000,000 assets 
applicable to the three classes of stock. 

As tending to shed some light on the 
probabilities, it is pointed out that New 
York Central and Baltimore & Ohio own 
between them 43% of the first preferred, 
68% of the second preferred and 28% of 
the common. The two issues of preferred 
are just equal to the commbdn issue. 
Holders of preferred may be expected to 
vote their stock in their own interest, and 
they are likely to find 28% of the com- 
mon voting with them. 

The question of converting the second 
preferred is a matter of corporate policy 
to be determined by the directors, who, 
however, are responsible to the stock- 
holders. ‘The question of the participating 
privilege of both preferred issues is a 
matter of legal right, that can either be 
conserved or contravened by the method 
of dissolution—a method largely in the 
hands of. the directors. 

These facts were all set forth in the 
MAGAZINE OF WALL Srreet for May 29, 
at a time when the common stock was 
selling around 90 and the two issues of 
preferred below 45. An exposition of the 
subject is not as profitable now as then, 
but in view of the recent action of the 
stocks in the market, holders of any class 
should consider carefully the probabilities 
in connection with the coming segregation. 
—vol, 26, p. 90. 
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American Sugar Refining Co. 
American Beet Sugar Co. 





Sugar Companies Strongly Fortified Against Trade Reaction 





Panta Alegre Sugar Co. 





Commodity’s Price-Collapse Will Affect Future Earnings But Not So Seriously As Some Have 


UGAR prices have been cut in half 
within a very few weeks. The world- 
wide shortage of which so much 
was heard last year has turned into a 
threatened excess supply. From a sell- 
er’s market, where beggars could not 
be price-choosers, the industry has de- 
veloped into buyer’s market; and the 
control which seemed so firmly lodged 
in the hands of producers and refiners 
has passed to the ultimate consumer. 
Various conditions have combined to 
change the condition and prospects of 
the sugar industry. The most import- 
ant of these has been the refusal of the 
public to buy sugar at what it con- 
sidered unjust prices. A virtual rebel- 
lion on the part of consumers took 
place and-resulted in the piling up of 


good-sized surpluses of the commodity. . 


According to the sugar people them- 
selves there is now more sugar in this 
country than they know what to do 
with. To make matters worse, Europe, 
which had been counted upon to snap 
up any excess supply, seems to have 
supplied its own needs. In fact, certain 
European countries which produce the 
commodity now have a surplus ready 
for export. 

Very evidently, the producers and 
refiners of sugar widely miscalculated 
their market. They did not figure on 
the “housewives’ rebellion.”. Nor did 
they figure on the possibility of Eu- 
rope’s quickly becoming a factor in 


Predicted 
By JOHN T. WINDSOR 


From now on, it will be dangerous to 
omit Europe as a factor in sugar pro- 
duction. Indications point to a gradual 
resumption of normal activity abroad, 
and it is quite possible that Europe 
may produce her full quota of sugar 
within a few years. This is especially 
important from the American viewpoint 
because American producers and re- 
finers during the past few years have 
made a good share of their profits from 
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exports. If Europe’is going to require 
less from us, it is bound to affect the 
domestic industry. Our companies 
seem destined to depend more and more 
upon the domestic demand. 

There are several offsetting factors, 
however, to the potential decline in 
European demand. One is the normal 
growth of the population of our own 
country, which, of course, will mean a 
corresponding enlargement of the home 
sugar market. The other is the im- 
portant development of.the candy in- 
dustry made possible by the advent of 
Prohibition. It is difficult to estimate 
how far these two factors will go 
toward neutralizing the influence of 
greater European production and a 
diminished foreign demand; but it is 
obvious that they will exert some con- 
siderable effect. 


Immediate Outlook of the Companies 


So far as the sugar companies them- 
selves are concerned, the immediate 
outlook is quite clear. As a group they 
are in a far less favorable position than 
a year ago. The drop in sugar prices 
has been very embarrassing to some of 
them. It is a reasonable conclusion 
that all of them are going to make less 
money within the next twelve months 
than they did in the year just passed. 

It is well to bear in mind, however, 
that the sugar industry has had a very 
prosperous era and that past profits 








sugar production. Inasmuch as all 
their calculations relative to the 
sugar industry were based on the 
assumption that under-production 


would continue mainly because of 1 


Europe’s supposed inability to re- 
cover along that direction, it will 
be seen that former estimates of 
a world-wide shortage will have to 
be modified. 











AMERICAN SUGAR REFINING COMPANY. 


Total Total Net 

Current Current Working 

Assets Liabilities Capital 
b ges io mliaed $40,926,066 433,984 $36 492,082 
Cassnestes 44;764,310 5,489,621 39,274,489 
 peueugela 41,720,543 5,595,367 $6,125,176 
er ee 48,511,297 8,155,796 40,355, 
Satinamealiin 55,435,177 9,696,152 45,739,025 
etd popes 47,890,057 11,267,249 36,622,808 
Kdeneonnns 57,017,483 10,909,339 46,108,144 


are going to stand the companies 
in good stead in the present read- 
justment period. Naturally indi- 
vidual companies have their par- 
ticular elements of strength and 
weakness; but it does not follow 
that because the industry as a 
whole facts a less prosperous 





be avoided. . 
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future, all sugar securities should: 
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There are too many sugar stocks 
jisted on the Stock Exchange to permit 
of an analysis of each individual com- 
pany in an article of this size. For our 
purposes it seemed best to confine the 
discussion to leading companies in each 
branch of the industry; so American 
Sugar Refining, as the leading refiner, 
Punta Alegre, as one of the large pro- 
ducers, and American Beet Sugar, were 


selected. 
AMERICAN SUGAR REFINING CO. 
Although American Sugar cannot 


fairly be accused of having profiteered 
during the era of high sugar prices, it 
naturally benefited by the high prices 
current in the latter part of 1919 and 
the first part of 1920. 
ended Dec. 31, 1919, it showed a manu- 
facturing profit of $10,283,000, which 
compares with $6,661,000 in 1918. 
Profits from operation in 1919 broke 
all records since 1907. 

Income from investments in 1919 
dropped to $4,314,095, compared with 
$5,202,693 in the previous year. This 
was due in part to a smaller dividend 
from the Spreckels Sugar Co. subsid- 
iary and also to the sale of some invest- 
ments to cover the purchase of a new 
producing company, the Central Cuna- 
gua. Acquisition of this property was 
one of the most brilliant strokes in the 
history of the company. It is estimated 
that the past season’s profits from this 
producer will pay for more than half 
of its total cost. 


In the year. 
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sold surplus that losses will be taken, 
and this will probably run into con- 
siderable figures. 


The sudden decline in sugar prices 
has exerted a paralyzing influence 
over the entire industry, and American 
Sugar is suffering along with the rest. 
The present policy is to curtail pro- 
duction, and it is understood that none 
of the campany’s plants are operating 
at capacity. Several plants, in fact, 
have shut down completely. 

The situation is as follows: During 
the first half of the year, the company 
benefited to the utmost by the high 
prices prevailing. During the second 
half of the year it will probably lose 
money, but its losses are not expected 
to cancel any great part of its earlier 
profits. There is little question, how- 
ever, that the company will show earn- 
ings for the year considerably below 
those of last year. 

Despite the depressing outlook, how- 
ever, the company’s strong financial 
condition will stand it in good stead 
over the period of depression now in 
full swing. Working capital as of Dec. 
31, 1919, stood at $46,108,144. Of this 
amount, $28,161,879 was in cash. After 
allowing $100 a share for the preferred 











AMERICAN BEET SUGAR 

Total Total Net 

Current Current Working 

Assets Liabdili Capital 
1914 94,121,172 $1,655,314 $2,465,856 
19. 4,771,806 1,014,009 3,757,800 
1916 6,000,801 1,301,625 4,699, 
1917 6,670,142 2,090,363 6,579,779 
1918 10,670,142 3,074,643 185, 
1919 0,064,677 6,838,139 4,616,738 
1920 10,447,268 3,655,360 6,791,898 i 

As ef March 31 























An unfavorable feature of this year’s 
operations is that the company bought 
in a good share of its raw sugar at 
fairly high prices. At one time this 
year, it was reported to be buying sugar 
at around 16 cents a pound. In view 
of the fact that one of the company’s 
competitors is now offering the refined 
product at 11 cents, it is evident that 
American Sugar will have to write off 
considerable amounts on account of 
losses in inventory. On contracts al- 
ready made with consumers, it appears 
that little loss will be taken, as the com- 
pany’s customers are living up to their 
original agreements. It is on the un- 
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stock, and deducting from total assets 
current liabilities and reserves (except 
reserve for contingencies), net assets 
applicable to the common stock at the 
end of 1919 stood at about $155 a share. 

It is evident from the above that the 
company is in a sufficiently strong 
financial position to weather a pro- 
longed period of depression. 


The 7% preferred stock, which at 
present writing is quoted at around 106, 
is one of the best investment issues in 
its class. This issue has paid the regu- 
lar 7% dividend since 1891, and in the 
past ten years has earned an average 
of 17.74%. 

The outlook for the common stock 
seems to be somewhat obscure. The 
stock is now on a $10 dividend basis. 
Last year 22% was earned for this 
issue. This year, in view of the slump 
in the industry during recent months, 
it is hardly probable that any such 
amount will be earned. Estimates as 
to this year’s earnings are futile at this 
time, but it would take a very hardy 
optimist to predict that the present 
rate of dividends will be earned by a 
wide margin. The stock has had a 
very severe decline, however, and ap- 
pears to have discounted the present 
situation. Considering its great asset 


value and excellent record, at present 
prices it would seem to offer good 
speculative investment possibilities over 
a reasonable period. 






























AMERICAN BEET SUGAR 


Net earnings of the American Beet 
Sugar Co. for the fiscal year ended 
March 31, 1920, amounted to $10.35 a 
share, after all charges, including de- 
preciation. After providing for ‘the 
full dividend rate of $8.00 a share, 
which was declared in advance for the 
entire year, the company carried $2.35 
a share over for surplus. This was a 
very much better record than for 1919, 
when, with only $3.86 a share earned, 
the company had to dip into surplus in 
order to maintain the regular $8.00 rate. 

American Beet Sugar earnings since 
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1914 present a very irregular aspect. 
Earnings range all the way from $1.01 
a share in 1914, to $30.55 a share in 
1917. However, the company has been 
very well managed and earnings have 
been put to good use. The company 
follaws a consistent policy of making 
liberal allowances for depreciation and 
also for improvements and betterments. 
While generous dividends have been 
declared, this has not been done at the 
expense of either physical condition or 
working capital. At the close of the 
1919-1920 year, working capital stood 
at $6,791,898, equivalent to about $44 a 
share on the 150,000 shares of common 
stock outstanding. With the exception 
of 1917 this is the biggest working cap- 
ital in the history of the company. 

The demand for sugar during the 
latter part of 1919 and the early part 
of 1920, resulted in the sale of nearly 
all surplus stocks, in addition to the 
year’s production. The company gen- 
erally carries a fair-sized carry-over, 
but at the end of the 1919-1920 year, it 
found itself with only 162,749 bags on 
hand, as compared with 410,039 bags for 
the previous year. 

The company has proceeded with 
plans for full production, but in view 
of high manufacturing costs and the 
sudden unfavorable turn in the sugar 
market, it would seem that plans for 
decreased production would have been 
more profitable. As the situation now 
stands, it is more than a probability 
that, in common with the other sugar 
producers, it will have to dispose of at 

(Continued on page 918) 
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Two Mail Order Houses With Fourteen Million Customers 


Sears-Roebuck’s Recent Financing Starts Unfounded Gossip About Dividends—Montgomery 
Ward in Slightly Less Favorable Position 


HE farmer who is busily engaged in 

protesting the action of the Federal 

Reserve system in curtailing all but 
essential loans, and who wants to hold 
his cotton and grain until he gets a price 
that best suits his pocket book, is the 
biggest customer of the mail order houses, 
who have been among the first of the 
big distributing agencies to’ mark down 
prices to the consumer. The Fall cata- 


logue of Sears-Roebuck and of Mont- 
gomery Ward contained good news for 
the purchasing consumer who, as a pro- 
ducer, is not so anxious to greet a de- 
cline in commodities prices. 

It would be foolish to assume that the 
price reductions put in force by the big 


mail order houses were dictated by al- 
truism. While not exactly forced, the re- 
ductions were in line with good business 
policy and had nothing at all to do with 
philanthropy. The heavy extension of 
inventories and of bank loans were the 
prime consideration in determining the 
level of prices. The banking machinery 
is no more made for the convenience of 
the great merchant than it is designed 
for the convenience of the farmer. Henry 
Ford jumped into the lime-light when he 
announced a cut in the prices of his 
automobile. The action of the mail order 
houses was made public at almost the 
same time, but did not receive the wide- 
spread attention to which it was entitled 
as an index to the readjustment in the 
nation’s business. 

The millions who buy from the mail 
order houses never see a salesman, but 
determine their purchases from  cata- 
logues, the printed word acting as the 
persuader. Sears-Roebuck has over 
eight million customers, and Montgomery 
Ward serves probably six millions, and 
naturally when two concerns as close 
as they are to the general public change 
their prices, it is a matter of more than 
ordinary interest, 

The question naturally arises as to what 
will be the effect upon business of these 
companies. 

Sears-Roebuck has just sold a total of 
$50,000,008 notes in one, two and three- 
year maturities. When these notes were 
offered they were readily and quickly 
taken, and there was no indication of any 
less faith of the integrity of the mail 
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order business because the financing fol- 
lowed a slowing up in business. 

It is not likely that the mail order 
houses will find stability of business im- 
mediately, and probably not until their 
cost and selling prices are both on a 
lowered level. The cost of the goods 
now offered at lowered prices probably 
does not represent any saving to the com- 
panies. 

Mail order houses must have more per- 
fect co-ordination between their purchase 
and sales prices or between cost and in- 
come than many of the big industrials be- 
cause they deal directly with the consumer 
and eliminate middleman and jobbers in 
reaching their markets. They are prob- 
ably as close to the proletariat purse as 
any of the great merchandisers. The mail 
order business is human and a homely 
business, but highly successful and 
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which, if it is now entering the lane of 
readjustment after traveling the broad 
highway of prosperity, at least has the 
advantage of an early start. 
SearsRoebuck 
Sears-Roebuck struck the peak in 
monthly business in the Fall of 1919, but 
the impetus carried over into 1920, and it 
was not until the spring months that 
any appreciable change occurred. Monthly 


sales in january were $29,490,000, and in 
September were $16,275,000, which will 
give as clear an idea as can be obtained 
of the change that has occurred. At the 
same time, inventories were piling up and 
bank loans expanding. 

The reduction in prices announced by 
Sears-Roebuck and Montgomery, Wari 
affected clothing, dress goods, shoes, fur- 
niture and staple lines of cotton goods, but 
food prices were unaffected. These cuts 
are too recent to learn whether or not they 
have been successful in stimulating bus- 
iness. The effect probably will not be 
known for some time, for, ajfter the 
education of the past few years it is 
human nature to wait a little longer, in 
the belief that if prices have stafted to 
come down, they will come down more 
later. A wager might reasonably be made 
that the farmer won’t carry his deter- 
mination to hold crops from the market, 
to a serious extent. However, it al 
enters into a consideration of the mail 
order business, 

Sears-Roebuck started business in 106, 
and up until 1911 had share capitalization 
of $8,000,000 7% preferred stock and $30- 
000,000 common. Then the accumulated 
surplus has grown to such proportions a 
to make advisable its capitalization, and 
a stock dividend of 334% was declared. 
Another such dividend of 50% was de 
clared in 1915; one of 50% in 1917 and in 
July, 1920, 40% in stock was paid. Asa 
result, common stock outstanding is now 
$105,000,000, paying $8 in dividends 
whereas in 1911 7% was paid on $30,000- 
000. In other words, dividend disburse 
ments have increased just four times. 

Disbursements Conservative 

Such an increase in cash dividends looks 
impressive, and without consideration oi 
yearly earnings, might suggest a rather 
too liberal distribution of surplus. Bu 
actual cash disbursements have been cor- 
servative and well within earning [limits 
Although the company has not hesitated 
in going straight to the point in capitaliz- 
ing surplus, it has always maintained 2 
sound dividend policy. In the ten years 
from 1910 to 1919, inclusive, the annual 
average earnings on the common stock 
were over $21 a share, but the dividend 
rate was not increased from 7% to 8% 
until 1917. 
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A rather striking feature about Sears- 
Roebuck’s business has been the umni- 
formity of the margin of profit. 
1910 to 1915 the operating ratio varied 
between 88.13% and 89.82%; then went 
down for two years, to between 87% and 
88%, and in 1919 was back to 88.07%. In 
other words, on every dollar of business 
Seafs-Roebuck gets from 11 to 12 cents 
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as operating profits, but by the time taxes, 
depreciation, etc., are cared for, the per- 
centage of profit is 8 or 9 cents on the 
dollar. The answer to the prosperity of 
the company is in the volume of business 
done. 
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Growth in Business 

Net sales in 1919 represented an in- 
crease of over 100%, compared with the 
volume of business in 1915. In the nine 
months of 1920 to September 30th, sales 
totaled $189,758,666, against $162,094,593 
for the same period of 1919. However, 
the comparisons of business for the last 
quarter of the current year with the same 
period of 1919 will not be as favorable. 
It is possible that the surplus available 
for the common stock will be smaller 
than the 1919 surplus. But there is no 
reason to suppose that the $8 dividend 
will not be covered by a substantial mar- 
gin. 

The balance sheet of the company as of 
June 30, 1920, contains the reason for 
the necessity of the offer of $50,000,000 
notes. As of that date inventories totaled 
over $98,000,000, against $42,685,000 at 
the end of. 1919, an increase of over 
$55,000,000. On the other side notes pay- 
able had increased from $9,800,000 to $59,- 
555,000, or almost $50,000,000. Of course 
it is likely that inventory account is al- 
ways rather high at the end of the first 
six months of 1920 in preparation for 
fall business, when the farmer is in funds 
after moving his crops. The notes of the 
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company bear interest at the rate of 7%, 
and $16,500,000 are due October 15, 1921; 
$16,500,000 October 15, 1922, and $17,000,- 
000 are due October 15, 1923. The notes 
were offered to yield from 7.85% for the 
one-year maturity to 7.60% for the three- 
year maturity. It is evident that the com- 
pany considers the present situation as 
more or less temporary, and is confident 
of its ability to strengthen its position 
considerably within a year at least. 


Conclusions 


There is no apparent reason to doubt 
the integrity of these notes, and they 
offer themselves as an excellent short- 
term business man’s investment, 

There is only $8,000,000 7% cumulative 


_ preferred stock outstanding, whose posi- 


tion is absolutely sound, and whose stand- 
ing will continue to be first grade. 

The common stock has been weak, and 
rumors have been abroad of an antici- 
pated cut in the dividend rate. So far, 
these rumors are not substantiated and 
it would seem as if a much greater 
shrinkage in business must occur than 
has already occurred before the dividend 
will be in imminent danger. It might 
be suggested, however, that Sears-Roebuck 
will for some time stand aside from the 
policy of issuing stock dividends, and the 
frequency of such payments has been in 
the past one factor in maintaining the 
stock at its relatively high selling price. 
In other words, it may now be considered 
from the standpoint of dividend income 
return. An 8% semi-speculative stock 
around 109 is not unduly high, nor is it 
unduly cheap, and definite judgment 
must be held in abeyance until the effect 
of the readjustment in business may be 
more accurately determined. However, a 
definitely bullish position on this stock 
might be confidently taken below 100, 


MONTGOMERY, WARD & CO. 


Montgomery, Ward does a business 
substantially smaller than that of Sears- 
Roebuck, and generally speaking has not 
been quite as successful in its returns to 
stockholders as the larger concern. Like 
Sears, Montgomery, Ward has been 
steadily developing its sales, and expand- 
ing operations. Also like its competitor, 
business in the early part of the year 
was excellent, and in fact substantial 
gains over last year continued well 
through the summer, and the check to 
sales did not strike the company as early 
as it did Sears-Roebuck. For the six 
months ended June 30, sales were 33% 
ahead of 1919, and July and August re- 
turns followed with good increases. But 
the business done in September was 11% 
under the same month of 1919, although 
the total for the nine months of $82,683,- 
261 was 25% ahead of the first three 
quarters of last year. 

Even allowing for lower returns, it 
seems likely to expect that sales for the 
last three months will total at least $18,- 
000,000 and enable the company to do 
better than a $100,000,000 of business for 
the first time in its history. The cur- 
tailment in the last quarter of the year 
will have to be sharp indeed to prevent 
the establishment of the record, but its 
importance will be dimmed by the fact that 
accomplishment would be made possible 
by big business during the earlier months, 


and would be a reflection of conditions 
which no longer-exist. 

From a financial standpoint, and prob- 
ably from an operating standpoint as well, 
the most important event for Montgomery, 
Ward occurred in 1919 when the Whelan 
tobacco interests acquired control of the 
company and put through a radical cap- 
ital readjustment. The company had been 
doing business under a New York state 
charter. This company was dissolved, 
and reincorporation was effected under 
the laws of Illinois. The New York 
company had a share capitalization of 
$8,000,000 7% preferred, and 300,000 
shares of common of no par value. 
Stockholders of the New York company 
were given the privilege of exchanging 
their shares for shares of the Illinois cor- 
poration, which emerged from the read- 
justment with four classes of stock, viz: 
preferred, 7% cumulative, Class A, en- 
titled to 7% cumulative dividends, Class 
B, and common stock. The 7% preferred 
retains a par value of $100, the other 
classes have no par. As the New York 
corporation was dissolved apparently the 
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only value attached to the shares of the 
company lies in the privileges of exchange 
offered when the readjustment was put 
through. There is still some of the stock 
of the New York company unexchanged. 

As the Illinois company now stands, it 
has out about $4,000,000 7% preferred, 
which later may grow to $8,000,000 as the 
stock of the New York corporation is ex- 
changed, 111,000 shares of Class A, and 
about 75,000 shares of Class B. Both of 
these classes will increase as the old 
stock comes in for exchange. There are 
850,000 shares of common now out. Div- 
idends are paid regularly upon the 7% 
preferred and upon the 7% Class A, but 
no regular payments are made on the 
Class B and upon the common, 

Control really rests with the common, 
of which 510,000 shares were offered for 
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public subscription, and 340,000 shares 
were taken by the tobatco interests who 
really represent the control. So far as is 
known, the biggest block rests with the 
United Retail Stores, which is supposed 
to hold 166,000 shares at a net cost of 
$11 a sharc. 

Naturally enough all of this readjust- 
ment, shifting and reincorporation have 
occasioned confusion in the mind of the 
average observer, but the main facts to 
remember are that managerial and finan- 
cial policy is with the Whelan interests, 
and that the company has four classes of 
stock out, that dividends must be paid 
on three classes, if common is to have 
consideration and that there are 850,000 
shares of the latter out compared with 
300,000 before the readjustment. 

Future Possibilities 


Now it may well be that Montgomery, 
Ward will form an important adjunct in 
the ‘comprehensive plans for retail busi- 
ness expansion, which the Whelan in- 
terests are supposed to have in mind, and 
about which much was said some few 
months ago, but very little of late. 
Montgomery, Ward has been doing bus- 
iness since 1872, and would be a fine back 
log if the United Retail Stores interests 
contemplate making their business ven- 
tures stretch round the globe. “However, 
it would be intruding upon the realm of 
Ouija to say just what this is going to 
mean to the mail order house without 
knowing more than is known now. And 
it is not now a basis for buying Mont- 
gomery, Ward stock. 

Since #13 the old company paid the 
regular 7% dividends on the preferre“ 
and from 1915 was able to pay divide 
upon the common, warying in a al 
amount from $3.50 to $5.25. In 1915 $10 
was paid. The 300,000 shares of common 
were carried on the balance sheet at about 
$27 a share. The present 850,000 shares 
were carried on the amended balance 
sheet as of December 31, 1919, at $30 a 
share, 

The earnings record of the old com- 
pany was not an amazing indication of 
prosperity, but it denoted a respectable 
growth in business, as the table will 
illustrate. It may be figured that if the 
1919 earnings were applied to the share 
capital as it stands now, they would have 
shown about $1.50 per share returned on 
850,000 shares of stock. 

Montgomery, Ward has needed a steady 
expansion of business, because the mar- 
gin of net profit has been rather slight. 
The ‘percentage of expenses, including 
taxes and depreciation to gross has beer 
hovering around 95%, leaving only about 
5 cents on every dollar of business appli- 
cable to dividends upon the shares issued. 
There would seem to be some need of 
improvement in that direction. 

At the close of 1919 the company was 
in a very comfortable cash position 
through the issuance of the 850,000 shares 
of common stock for cash. There is no 
balance sheet of a later date to indicate 
what has happened to cash and inventory 
position, but official denial has been made 
that new financing is contemplated. 

Conclusions 


So far as the 7% senior preferred is. 
concerned it would seem to be entitled 
to a fairly good rating, not absolutely high 
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grade, perhaps, but backed by earning 
power sufficiently large to indicate con- 
tinuance of dividends. 

The new common sold as high as 40 
shortly after it was listed on the New 
York Stock Exchange, but has found a 
level around 25, suffering in quoted value 
like practically all of the speculative in- 
dustrials. The ability of the company to 
show sustained earnings upon the in- 


creased common stock really remains to 
be demonstrated. There is at present 
nothing to lead to the belief that early 
dividend payments are contemplated, and 
the shares must be considered as specu- 
lative, and with their market position aj- 
most ‘wholly dependent upon earning 
power. The stock, at present, is not an 
“asset” stock. Sears-Roebuck vol. 24, p, 
755. 





John J. Pulleyn Explains Purpose of National 
Railway Service Corp’n 


President of Emigrant Industrial Savings Bank Calls Corpora- 
tion’s Certificates “Premier Quality” 


JN a speech before the American Bank- 
ers’ Convention, John J. Pulleyn said, 
“We, as bankers, as investors, as those 
who are interested in the welfare and pros- 
perity of our country, must bring every 
force to bear upon improving the general 
railway situation. 

“In this respect, we must co-operate, for 
there is presented to us a great public 
necessity. This was the underlying 
thought behind the National Railway Ser- 
vice Corporation—the successful function- 
ing of which must preclude Government 
ownership, must bring together the factors 
in transportation that have in the past 
been unco-ordinated and sometimes rebel- 
lious. Through this corporation the rela- 
tionships of shipper and public, Govern- 
ment regulator, railroad manager and in- 
vestor will be improved. 

“Under the transportation act the Inter- 
state Commerce Commission is lending the 
corporation not less than 40% of the mon- 
ey required to purchase equipment leased 
or conditionally sold by the corporation 
only to those railroads that can properly 
qualify under the act for loans to carriers 
out of the revolving fund. The remaining 
60% of the purchase price of equipment is 
to be secured from investors. Such in- 
vestors receive prior lien certificates to the 
extent of 60% of the value of the equip- 
ment purchased or leased. 

“On the other hand the Government re- 
ceived deferred lien trust certificates to the 
extent of 40% of the value of the equip- 
ment purchased or leased. The obliga- 
tions of the corporation taken by the Gov- 
ernment to secure its loans are subordi- 
nated to those acquired by the private in- 
vestor or investing institutions. The Gov- 
ernment loan is made at 6%, while the 
certificates taken by the investor will be 
at 7%. The certificates of the investor 
are payable as to interest and principal 
before payment is made to the Govern- 
ment on the certificates it holds. Thus the 
Government has a second lien, while the 
investor has a first lien on the equipment. 
The prior lien certificates will be paid 
serially and will be callable at 105 and 
interest on 30 days’ notice. The deferred 
lien certificates in the hands of the Gov- 
ernment will be paid to the Government 
at the end of the 15-year term of the loan 
or taken at the option of the service cor- 
poration. The railroads pay simultane- 
ously.with their semi-annual payments of 
interest and principal, to the National 
Railroad Service Corporation into a con- 
tingent and sinking fund in 30 semi-annual 
instalments to meet the Government loans 


and provide for the upkeep. of the equip- 
ment. Such sinking fund becomes an ad- 
ditional available fund security for the 
prior lien certificates, 

“The fact that the transportation act 
gives the commission power to reasonably 
compel a railroad to accept equipment and 
to pay a reasonable price therefor creates 
an additional safeguard for the prior lien 
investment. It means that should there 
be default, the Nationai Railway Service 
Corporation has available not only the 
credit of the railroad owning or leasing 
the equipment (and this credit, it must be 
observed, will improve under the increased 
earning ability of the roads), but also the 
Government's power to transfer equipment 
from one road to another; as well as the 
security of the sinking fund for the liqui- 
dation of the deferred lien certificates and » 
the contingent fund also. The corpora- 
tion stands between the investor and the 
trustee on one side and the railroads on 
the other. The practical value of the Na- 
tional Railway Service Corporation keeping 
watch over the condition of equipment is 
an additional security. Every safeguard 
has been observed and the certificates of 
the Service Corporation are -of premier 
quality, 

“The National Railway Service Cor- 
poration’s present issue of equipment cer- 
tificates will bear 7% a year. There will 
be two issues, each limited to $30,000,000. 
Twelve million dollars will be furnished 
by the Government and $18,000,000 fur- 
nished by investors, in each case. The 
certificates for investors of one issue have 
been subscribed for. These certificates 
must prove an exceedingly popular form 
of investment for life insurance compa- 
nies, savings institutions, trust estates and 
private investors. The Government mar- 
gin of 40% in itself makes it an unusual 
form of investment. 

“The organization of this corporation 
may justifiably be considered, next to the 
mandatory reasonable return on railroad 
property in the aggregate and division of 
excess beyond such return, the most im- 
portant step in the aid of transportation. 
Its full purposes are yet to be developed. 
The opinion has already been expressed by 
bankers that the benefits of the corpora- 
tion to the railroads will be twofold. Not 
only will the carriers be supplied with 
equipment upon more advantageous terms, 
but a given amount of equipment handled 
through the corporation will go farther 
toward reducing railroad capitalization and 
railroad rates.” 
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What I Would Do if I Held— 


Corn Products Not So Attractive as Columbia Graphophone to “D”—New Possibilities Seen 
-in Alaska Gold 


Corn Products Refining.— This is 
nominally a $4 dividend payer, although 
extra dividends bring up the actual re- 
tun to $6 annually, and we can 
assume that the dividend will event- 
ually be on a regular 6% basis (par 
of stock is $100). The writer would 
like to mention that he has been*a con- 
sistent friend of this stock from the 
30s and lower, even when officials of 
the company were making gloomy pre- 
dictions. At a price of 83, it looks as 
if most of the cream were off—or 
rather the molasses. 


That Corn Products has definitely 
turned the corner from the “cat-and- 
dog” class in which it was firmly em- 
bedded from 1911 to 1913, few will 
deny. It has probably entered the bet- 
ter class of stocks where a fair earning 
power and possibly dividend payments 
are more or less assured. The trouble 
with the company originally was opti- 
mism of the highest degree and a com- 
paratively large capitalization totalling 
well over $80,000,000. This was an out- 
come of the high value placed upon the 
predecessor companies, whose earning 
power was good in the light. of their 
original modest capitalization, but hope- 
less when made units of a corporation 
upon a capitalization basis that predi- 
cated continuous boom times. 

The proof is seen in the earnings fol- 
lowing the merger from 1911 to 1915, 
when the profits were merely nominal, 
and the preferred dividend allowed to 
go into arrears. The change in 1916 
with $8 earned for the common, fol- 
lowed by $18.50 in 1917, shows clearly 
the effects of a war market for its 
products; 1918 showed about $13 and 
1919 over $23. The same flush period 
marked the paying off of substantial 
arrears on the preferred, and allowed 
d:vidends to be inaugurated on the 
common. Incidentally it paved the way 
for some fireworks in the common 
stock, which ran up to 107 in the late 
lamented bull market of 1919-1920. 

There has been some talk of a stock 
dividend to account for the big rise in 
Corn Products, and the usual crop of 
rumors about higher dividends, the 
most optimistic estimate being an 8% 
rate. The usual official denial has come 
regarding the stock dividend, and noth- 
ing is said about a higher dividend. If 
the earnings of the past three years 
could be assured, then an 8% rate would 
not surprise anyone. Whether the cor- 
poration will now take advantage of 
the change in its fortunes from pauper 
to prince by jumping from no dividends 
to 4%, then 6% and then 8%, is a ques- 
tion, and the person with the best 
imagination can easily see an 8% rate 
and par for Corn Products. Person- 
ally, I very much doubt whether any- 
thing more will be done this year or 
next beyond establishing a regular 6% 
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rate. If guesswork be any basis for 
commitments, then my guess is the 
management is going to let well enough 
alone and stick to the present rate. 

Corn P¥oducts paying $4 plus $2 
extra is high enough. If the extra be 
dropped at any time, it would be far 
too dear above 80. If the rate should 
be increased to $7, there are others 
more seasoned and quite as good that 
have a longer record of consistent earn- 
ings. Talk and conjecture may lift the 
stock to 90 and even 100 again, but the 
writer wo..ld be very much surprised to 
see this occur in some time. 

General Métor 6% debentures sell 
for 66 and have declined about 20 
points through causes in the industry 
that are familiar to readers of this mag- 
azine. This dividend looks entirely 
assured, and a switch at a saving of 17 
points could be made at this writing. 
Here we have a negular dividend of $6 
—not a rate of $4 with a “concession” 
of an extra $2 that is qualified by “ifs” 
and “buts.” I see no reason why the 
stock should not advance 20 points 
eventually and stay up. The General 
Motor Corporation is the next biggest 
thing to the Steel Corporation and its 
business runs hand in hand with the 
prosperity of the U. S. A., and every 
American is a bull on the latter. Per 
sequens, I think well of General Mo- 
tors, and regard its preferred issues as 
an opportunity to invest money per- 
manently at a high rate, where it will 
be safe so long as people continue to 
prefer automobile travel to shank’s 
mare—D. * 

Alaska Gold.— Reports concerning 
very recent developments in this com- 
pany make advisable a revision of my 
recently expressed opinion concerning 
its prospects. I now understand that 
negotiations between Alaska Gold 
Mines and certain paper interests are 
under way concerning sale of part of 
the company’s plant and equipment. 
The country surrounding the proper- 
ties of the company is well wooded 
and contains lumber to an extent that 
would make the production of wood 
pulp and paper profitable. . The com- 
pany’s ore crushers could be converted 
for pulp manufacturing purposes. 

Although no details are immediately 
available concerning the terms under 
which the reported sale is to be effected, 
it is understood that the amount will 
at least exceed $3,000,000, or approxi- 
mately the amount of outstanding de- 
benture bonds, interest on which was 
defaulted in March, 1918. The total 
cost of equipment and plant to Alaska 
Gold was about $8,000,000. This could 
not be duplicated for any sum under 
this amount. Should the rumored sale 
be effected at a price of, say, $5,000,000, 
it would leave a balance of over $2,- 
000,000 for the 750,000 shares outstand- 


ing, or about $3 a share. Any amount 
above $5,000,000, of course, would 
leave a proportionately greater amount 
for the stock. 


Recently I have noticed unusually 
active trading in the stock, which would 
seem to indicate that rumors concern- 
ing the sale have some foundation in 
fact. In view of this, I would revise 
my recent advice to sell this stock. 
The probabilities are that, if the sale 
goes through, Alaska Gold will do $3 
or better. However, new purchases 
can hardly be warranted lacking more 
definite information.—K. 


New York Central 6s—New York 
Central 6% debentures of 1935, con- 
vertible into the stock at 105, are sell- 
ing around 92%, at which the yield to 
maturity is about 6.80%. As this is the 
yield from short term notes of roads 
enjoying the best credit, it may be 
concluded that the debentures are sell- 
ing on an investment basis. 

It is doubtful whether the conver- 
sion feature will be worth much as 
long as New York Central stock pays 
only 5%. At 80 for the bond, the stock 
parity would be 84 and at 90 for the 
bond the stock parity would be 94%. 
Taking the bond at its present price of 
92%, the stock parity would be 97%, 
or about 15 points above the market. 

It is true that a good 5% railroad 
stock will sell higher than New York 
Central is now selling in a big rail 
market or under easier credit condi- 
tions, but it is equally true that a 6% 
note of the same company under the 
same conditions will sell much higher 
than a 6.80% basis. 

Until, therefore, the dividend rate on 
New York Central is increased or the 
stock has begun to discount such an 
increase in the market, the bond can- 
not, I believe, be expected to reflect 
any conversion value, although it will 
undoubtedly sell: higher as an invest- 
ment.—R. 


St. Louis Southwestern Preferred.— 
St. Louis Southwestern preferred is 
limited to 5% and has paid no dividends 
in several years. The property requires 
a large investment for the double purpose 
of physical rehabilitation and the creation 
of an asset value for the common which 
that issue now lacks. In spite of this 
need, the preferred may soon be placed on 
a dividend basis, but I should not inter- 
pret such action as being wholly bullish 
on the company’s general situation. 

The preferred recently sold at 49%, a? 
which the return would be about 10% if 
the dividend were being paid. The con- 
solidated 4s, issued under a closed mort- 
gage with a junior mortgage provided for 
their retirement, are selling at 65 to yield 
8.77% to maturity in 1932. Even with the 
preferred on a dividend basis, I rather 
have the bonds at the present relative 
prices for the two issues.—R. 
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Jewel Tea Co. 





Why Jewel Tea Preferred Dropped to $8 a Share 


High Labor Costs, Heavy Inventories and Bad Luck Generally Have All Contributed to 


HAT happened to Jewel Tea in the 

past twelve months is a good ex- 

ample of what can happen to a 
company that is simultaneously afflicted 
by such influences as labor troubles, the 
high cost of credit, a large inventory to 
contend with and a falling commodity 
market. Jewel Tea has had. to contend 
with each one of these factors in recent 
months. It is not out of the woods yet. 

Jewel Tea is mainly a merchandising 
concern, although it manufactures some 
of the products in which it deals. The 
sale of coffee and teas makes up about 
80% of the company’s business. It also 
does some business in baking powder, 
soap and similar articles. Goods are sold 
directly to the consumer from wagons 
which travel along regular routes and are 
shipped directly from headquarters to 
about 600 company branches which supply 
the wagons with articles for the con- 
sumer’s use. Of these, about 70 are main 
branches which do some retail business 
in addition to supplying the wagons. The 
company does business in nearly every 
principal city of the country with the ex- 
ception of the New England States. 

The company’s main office and plant are 
located at Chicago, Ill. In 1916, it ac- 
quired a large coffee-roasting and dis- 
tributing plant at New Orleans, La. It 
also has plants at San Francisco, Cal. 
Hoboken, N. J., and a branch at Newark, 
N. J., which was recently sold. 


A Bad Year in 1919 


Jewel Tea had a bad year in 1919, prin- 
cipally owing to labor conditions. The 
cost of labor was so high 
that many wagons were op- 


the Company’s Plight 
By J. WILSON THORNE 


increase of $3,500,000. Of this amount 
$500,000 has already been paid off. The 
balance is to be paid semi-annually with 
the final payment due May 1, 1922. 


Large Inventories the Chief Weakness 


The main weakness of the company’s 
financial position is in its inventory ac- 
count. On Dec. 31, 1919, as indicated by 
Table II, this stood at $5,411,000 out of 
total current assets of $7,135,000. A great 
share of the inventories consist of coffee 
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pecially in view of the fact that the com. 
pany is comparatively meagerly supplied 
with cash, and thereby is not in a position 
to carry such a large inventory. Follow. 
ing the only course open to it, the man 
agement, at the beginning of the year, de. 
cided to liquidate as much of its inven- 
tories as it could. But, with commodity 
markets, especially coffee, falling steadily, 
it is evident that such liquidation could 
take place only by causing at least partial 
loss. This will probably be made eyi- 
dent in the balance sheet for the current 
year. 

During the war the Government took 
over the Hoboken plant. This was re 
turned last September but full - payment 
was not made for the use of the plat, 
To date, $410,000 has been paid. Nego- 
tiations for the payment of the halance 
are expected shortly. In the meantime 
however, failure of the Government to 
make full payment has handicapped the 
company. Although the Hoboken plant 
was returned last September, it was nt 
put into complete operation by the com- 
p°ny until very recently. This, of course 
proved another handicap. 

It is evident that the unusual conditiors 
arising out of the war are mainly re- 
sponsible for the situation in which Jewe 
Tea now finds itself. Up to and including 
1918, the company always enjoyed ver) 
generous profits. In 1916, it earned 37% 
on the preferred stock. In 1917, it ea-ed 
391%4% and in 1918 nearly’ 25%. This 
speaks well for the earning power of the 
company in conditions which approximate 
normal. The abnormal year following the 

armistice, as with many other 
concerns, however, was too 





much for the company. The 





erated at a loss. The com- 
pany was additionally handi- 


TABLE I.—_JEWEL TEA COMPANY. 


capped by a strike that took 
place among the drivers in 
twelve different cities. The 
result was that the company 
found itself with a deficit of 
close to $1,500,000 at the end 


Working Capital. 


1918: 
Total current assets... .$8,025,814 
Total current liabilities 3,977,175 


Net working capital... .$4,048,639 
1919 


Total current assets... . $7,135,048 
Total current liabilities 1,446,934 


Capitalization—1918, 
$3,760,000 
12,000,000 


Preferred stock 
Common stock 


Total 


$15. 
6% serial gold notes.. $3,500, 
3,640 


Preferred stock 
Common stock 


of the year. This result is 
all the more conspicuous 
when it is understood that 


Net working capital . 
—Increase in working 
capital over 1918. .-—$1,639,470 


. .$5,688,109 





tion over 1918 .. 


$19,140,000 
—Increase in capitaliza- 
. -= $3,380,000 


deficit, as above, mentioned, 
resulted, and it was found 
necessary to eliminate the div- 
idends on the preferred stock. 


Outlook 


Inasmuch as labor difficul- 
ties were mainly responsible 
for the drop in Jewel Tea 
earnings in 1919, it may be 
assumed that: the company’s 





in the three years 1916-1918, 
average earnings on the pre- 
ferred stock amounted to 
33.78%. 

The financial position of 
the company at the end of 
1919 was not good. It is true 
that net working capital 
showed an increase of 40% 





TABLE II,.—NET CURRENT ASSETS (Dec. 31, 1919). 
Inventories 

Accounts receivable 

Trust funds investments 
Prepaid interest and insurance 


—Proportion of inventories to net current assets 
—Proportion of cash to net current assets 


$5,411,836 


future earning power depends 
uipon securing cheaper labor 
In the past two years, labor 
has not only been very high, 
but very hard to obtain. It 
has also been inefficient. There 
are signs that labor is now in 
a mood to produce efficiently. 


623,177 











over the previous year, but 
this was made possible by 
issuing $3,500,000 in 6% serial gold notes. 
Thus, while net working capital as shown 
by Table I, increased from $4,048,000 in 
1918 to $5,688,000 in 1919, capitalization of 
the company, exclusive of the retirement 
of $120,000 in preferred stock, showed an 
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which has since suffered exceedingly from 
a big drop in the market while a large 
inventory is characteristic of a company 
of Jewel Tea’s character, under present 
circumstances such a disproportionately 
large one appears a decided handicap, es- 


It is also barely possible that 
labor costs may come down. 
At any rate, it is likely that the company 
has already seen the worst with regard to 
this matter and that conditions should 
gradually revert to normal, This should 
spell gradual improvement in the com- 
pany’s affairs. 
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One favorable feature is the steadily in- 
creasing annual volume of sales. Since 
1916, gross income has increased steadily 
from $12,892,000 until in 1919 this item 
stood at $16,538,000. If operating ex- 
penses can be reduced, and it is likely that 
they will, the company should gradually 
put itself in a position to duplicate its 
record of 1916-1918. 

The main source of danger is that owin? 
to its excessive inventory account and 
present weak financial position, it may 
fnd itself in temporary difficulties. On 
Nov. 1, the company will have to raise 
$750,000 to meet its payment on its 6% 
notes. It has about sufficient cash on hand 
for this purpose, but after the notes are 





The Willys-Overland Co. 





paid, its cash position will be very poor. 
However, the company still has a consid- 
erable amount’coming from the Govern- 
ment and if this can be secured in time it 
will help greatly. If the company can 
tide itself over the next few months, it 
should gradually get on its feet. 

The more or less critical position of 
the company’s finances has already been 
reflected in the price of the preferred 
stock which recently sold down to $774 a 
share, the lowest point in its history. 
Since then, the stock has recovered to 
about $15 a share, where it is now selling. 
It is difficult to appraise the net asset 
value of the stock-on account of the un- 
certain value of the inventories, which 





form a very large part of the company’s 
assets. However, $40 a share should be 
a conservative estimate jof its net asset 
value. Up to 1919 the stock has shown 
excellent earning power, and with more 
normal conditions operating, it should re- 
peat. There are only 36,400. shares of 
$100 pw value outstanding, and this is an 
excellex* point in its favor. It. is hardly 
probable, however, that dividends can be 
resumed until the final payment is made¢ 
of the 6% notes, which fell due May 1, 1920. 

The common stock is ‘practically with- 
out value, except as a sheer speculation. 
No dividends have ever been paid on this 
issue and possibilities along this line ap- 
pear remote.—vol. 24, p. 589. 


Willys-Overland’s Decline Carried to Extremes 


Stock Looks As Cheap At $11 As It Did Expensive at $40—Company in Commanding Position 
in Industry and Not Seriously Affected by Trade Depression 


BOUT a year ago Willys-Overland 
sold for $40 a share. Today it is 
selling at a discount of about 75% 

from that figure. This difference in price 
is supposed to reflect the change that has 
come over the automobile industry within 
the past few months. But, as a matter of 
fact, it is very much of a question 
whether Willys-Overland, by selling down 
to $11 a share, has not gone too far in 
discounting the new situation just as 
when the stock sold for $40 a share it 
went far above the level to which it then 
seemed to be entitled. 

The stock market has a habit of ex- 
aggerating situations, and it is just as 
likely as not that the current price of 
Willys-Overland is an exaggeration of 
new conditions. 

The earnings of the Willys-Overland 
Co. for the first half of 1920 may be given 
as a good reflection of its earning power 
in prosperous times. In that period, the 
company earned $6,622,757, after all 
charges, on its $54,539,016 common stock. 
This amounted to $2.66 a share, or over 
two and a half times the dividend rate 
for the entire year. Had the company 
earned an equal amount for the second 
half of the year, total earnings in 1920 
would have equalled $5.32 a share. Un- 
fortunately, however, the current depres- 
sion in the motor industry set in just 
soon enough to render improbable a good 
Willys-Overland statement for the second 
half. 

A comparison with earnings for 1919, 
when only 6 cents a share was earned, 
is hardly fair, on account of the severe 
and costly labor troubles with which 
the company had to contend in that 
year. However, earnings for the cur- 
rent year, which already shows $2.66 
a share for the first half, will compare 
favorably with earnings for 1918, when 
$2.54 a share was earned. In 1917, 
$3.16 a share was earned. 

Decided Increase in Working Capital 

Comparison of the balance sheet for 
December 31, 1919, with that of June 
30, 1920, reveals the fact that there has 
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By A. T. MILLER 


been a decided increase in working 
capital. Thus, on June 30, 1920, work- 
ing capital stood at $30,266,000, as con- 
trasted with $16,354,000 at the end of 
1919. The increase was due partly to 
a greater inventory account (see Table 
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TABLE I.—WILLYS-OVERLAND,. 
Working Capital. 
Total Total Net 
Current Current Working 
Assets Lia bilities Capital 
... $55,815,716 $82,895,216 $22,420,500 
68,878,655 42,519,659 16,353,996 
66,249,360 35,983,074 30,266,286 


*June 30. 


TABLE Il.—INVENTORIES. 
(Raw and Worked Material Including Cars) 


$34,312,681,7% 
$8,716, 624,25 
44,234, 148.48 




















II), and partly to an increase of almost 
100% in the item for accounts and 
notes receivable. At the same time ac- 
counts and notes payable showed a 
shrinkage of about 25%. Of working 


capital about $10,000,000 is in cash and 
$1,000,000 in Government obligations 
and other securities. 

The change in the working capital 
position of the company was made pos- 
sible by the issuance of $15,000,000 in 
new common stock of $25 par. Imme- 
diately after the new stock was offered 
at par, the general market had a very 
serious decline, bringing the stock 
down to about $17 a share. This made 
subscription to the new stock unat- 
tractive and, under the circumstances, 
the stockholders declined to subscribe. 
In order to relieve the situation, certain 
of the directors agreed to underwrite 
600,000 shares of the stock at $25 a 
share, for which they were to receive 
a commission of $5 a share. This netted 
the company $20 a share, and brought 
about $12,000,000 into the treasury. 

Working capital now approximates 
$14 a share on the common stock. It 
is likely, however, owing to the slump 
in automobile prices, that a loss of pos- 
sibly 25% will be shown in the in- 
ventory account. This will probably be 
written off. In any case, however, 
working capital should aggregate not 
less than $10 a share, which is approxi- 
mately where the shares are now sell- 
ing. 

The financial position of the com- 
pany thus appears to be satisfactory. 
Barring the unforeseen, it is hardly 
likely that new financing will be made 
imperative within the near future. 
The company has been additionally 
strengthened, so far as its finances are 
concerned, by admission to the board 
of E. R. Tinker, vice-president of the 
Chase Securities Company, George 
Pick, president of the Moline Plow 
Company, and J. R. Hasbeck, vice- 
president of the American Can Com- 
pany. These individuals represent 
powerful interests and it may be pre- 
sumed that their advent into its affairs 
will be a decided asset to the company. 
Explaining their election to the board, 
rumor has it that control of the com- 
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pany has passed out of the hands of 
John Willys, the president, and that a 
merger between this company and the 
Chalmers and Maxwell combination is 
contemplated. 


Curtailed Production 


Automobile price-cutting which was 
recently initiated by Ford required 
prompt action by Willys-Overland, as 
it is one of the nearest competitors of 
the Ford interests. The company 
thereupon promptly followed the Ford 
concern, making a substantial price re- 
duction. 

The company’s policy at present is 
to curtail production and gradually dis- 
pose of the cars which it has on hand. 
By the end of the year, a decided de- 
crease in the company’s inventory ac- 
count should be shown. 

At the time of present writing, the 
company is operating on a three-day 
basis. It had been originally antici- 
pated that 1920 would show a 170,000- 
car output. Decreased production, 
owing to the sharp falling off in de- 
mand, should keep this figure down to 
below 150,000 cars. 

To what extent this will affect earn- 
ings for the second half of the year is 
difficult to say, but it is obvious that it 
will be considerable. There is also the 
possibility, as stated above, that the 
company may be compelled to write off 
a considerable amount on account of 
losses in inventory and this should fur- 
ther affect the earnings statement. 


Great Export Possibilities 


Though it is apparent that Willys- 
Overland is affected by the slump in 
the automobile business, in common 
with the other manufacturers, its export 
activities exert an offsetting influence. 
During the first six months of the cur- 
rent year the company exported more 
cars than it did during the six previous 
years. Probably 35% of the cars manu- 
factured during the second half of the 
year will be shipped abroad. The em- 
bargo situation in several European 
countries has exerted an impcrceptible 
influence on the company’s export 
sales. Those connected with the com- 
pany are very optimistic over its export 
possibilities. 

Outlook 


For the immediate future the com- 
pany undoubtedly faces a period of les- 
sened activity. Nevertheless, it manu- 
factures a good car which is normally 
in steady demand, and after the present 
disturbing influences in the industry 
have disappeared, the company will, 
no doubt, get its full share of business. 
In the meantime, it is being helped by 
the volume of its sales abroad. 

The financial position of the com- 
pany is sound. No doubt need be 
entertained as to the company’s ability 
to get over the present situation in 
good shape. 

Willys-Overland is one of the lead- 
ers in the industry. It has powerful 
allies. There is every reason to be- 
lieve that it will continue its good 
record. 

The total outstanding preferred stock 
amounts to $22,938,400. Of this amount, 
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$14,044,800 is convertible into common 
stock on the basis of three shares of 
preferred, par $100, for four shares of 
common, par $25. The conversion 
privilege, of course, is only of remote 
value. The stock, however, pays $7 a 
share annually and at current levels of 
about 62 yields over 11%. It hardly seems 
probable, even in the event of severe 
depression in the industry, that the 


company will not be able to maintain 
its dividends on the preferred stock. 
At present prices, it would seem to 
offer an excellent opportunity for a 
speculative investment. 

The common stock at $11 a share has 
done all that can be reasonably ex- 


pected toward discounting the present 
situation. Net tangible asset value js 
about $25 a share. Dividends are Paid 
at the rate of $1.00 a year, and while 
there may be a question whether diyj. 
dends will be maintained should the 
present slump continue for a much 
longer period than expected, the tre. 
mendous decline in the market value of 
the stock has certainly discounted such 
a possibility. Frankly, it is my opinion, 
in view of the strong financial position 
of the company and the fact that it is 
one of the leaders in the industry, that 
purchase of Willys-Overland common 
at current levels should result very 
profitably within a reasonable period, 








SUGAR COMPANIES STRONGLY FORTIFIED 
TRADE REACTION 
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least part of its production at a loss. 
Earnings for 1920-1921 will very prob- 
ably show a marked decline from the 
figures for the previous year. 

The company, however, is in good 
financial shape and can manage to over- 
come the difficulties facing it in the 
immediate future. It is likely that if 
the directors could have foreseen what 
was to happen in the sugar market, 
they would have hesitated about declar- 
ing the $8.00 dividend in advance. 
Should earnings take the drop which is 
now expected, it seems within the 
bounds of possibility that when the 
matter of dividends comes up for dis- 
cussion next March, a reduction from 
the present rate will. be made. 

The preferred stock has no funded 
debt ahead of it, and has an excellent 
record. There can be no question as 
to its safety. There are only 50,000 
shares outstanding. These are closely 
held and have a limited market. 

The common stock, of course, is 
speculative, and especially so on ac- 
count of the poorer outlook for the 
company. On its asset position, how- 
ever, the stock presents certain attrac- 
tions. This is estimated at $135.64 a 
share, or nearly twice the present sell- 
ing price. The stock has had a serious 
decline from around $104 a share to 
its current level in the lower 70s. At 
this figure it would seem to have accom- 
plished its major share in discounting 
the present situation. 


PUNTA ALEGRE SUGAR 

Before the slump in sugar, it was es- 
timated that if Punta Alegre Sugar 
could get an average of 15 cents a 
pound for its output, the company 
would earn close to $50 a share on its 
$50 par stock. During the past season 
it sold most of its output at slightly 
over 11 cents a pound, and thereby 
earned $26 a share. But new develop- 
ments in the sugar industry not only 
have rendered a price of 15 cents im- 
possible, but have made an average 
selling price of 11 cents a share impos- 
sible. It is apparent, therefore, that 
the company is not going to earn any 
such amount as $50 a share. As a mat- 
ter of fact the commodity is selling in 
the present market at around 7% cents 


a pound. It is very easy to figure that 
on that basis the company will do very 
well to earn half as much as it did in 
the 1919-1920 year. 

It is generally conceded that Punta 
Alegre, like the other producers, is in 
for a poor year. However, the com- 
pany went into its new year in an ex- 
ceptionally strong financial condition. 
At the close of the fiscal year, ended 
May 31, 1920, it had $2,500,000 in cash. 
It also had on hand about $5,000,000 in 
unliquidated sugar, which is carried at 
cost. In view of the drop in sugar 
prices, it is likely that this inventory 
account will show a loss. But even if 
the loss should be as much as 20%, 
working capital would still remain suffi- 
ciently high to provide for plant better- 
ments and dividends, and cover current 
expense up to the time of receipt of 
sugar from the next crop. 

The total capitalization of the com- 
pany stands at 235,000 shares of $50 
par value. This is a very simple struct- 
ure and was made possible by eliminating 
the old preferred stock and funded debt 
through issuing new common stock to 
which shareholders were privileged to 
subscribe at $55 a share, up to one- 
third of their holdings. 

The last quarterly dividend was $2 
a share, which was an increase from the 
prevailing quarterly rate of $1.25 a 
share. It is understood that when the 
new rate was declared, an $8 annual 
basis was contemplated. So far as the 
financial position of the company is 
concerned, there is little doubt that the 
company could maintain this rate, as it 
has a good-sized surplus. Owing to 
new conditions, however, the directors 
may consider discretion advisable and 
hold dividends to a more conservative 
level. 

The stock has declined from $120 a 
share to a low price of $66 a share, thus 
discounting the new situation. It has 
recovered moderately and at present 
writing is selling at about $70 a share. 
The asset value of the stock is close to 
$100 a share. 

At present levels, judging by all invest- 
ment standards, the stock is attractive— 
Am. Sugar Refg., vol. 25, p. 284; Amer. 
Beet Sugar, vol. 25, p. 285; Punta Alegre, 
vol. 25, p. 676. 
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ntory HEN a runner is in training for a 
ren if race, he tries to do his sweating 
20%, before the big event comes off. 
suffi- So he loads up with excess sweaters and 
>tter- scarfs. 

rrent When he tries to lower the mile record, 
ot of he travels light. 

The endurace of the fastest racehorse 
com- would be impaired by carrying a pound 
$50 too much. Those who assign the weights 
ruct- calculate the horse’s carrying power down 
oy to the ounce. 

Many people go through life greatly 
1 to handicapped through carrying too much 
io useless truck and baggage forward from 
year to year. This applies to material 
: $2 as well as mental encumbrances. A life- 
‘the time is a short span of years in which 
5 a so much can be accomplished, so much 
the done, and so much saved—and no more. 
tual It is utterly useless trying to develop 
the 5,000 kilowatts of power out of a 5 horse- 
y te power engine of ancient design. It is a 
the waste of energy to patch, repair, and carry 
. it it forward from year to year hoping it 
to will do the job somehow, sometime. It 
ors would be better and cheaper in the long 
dl run to sell, trade, or scrap the old timer, 
“an and build or acquire a new engine to 
serve your reasonable purpose 
a The donkey engine is only one form of 
as excess baggage for a 5,000-KW job. 
las The other brand of super-cargo is the 
nt stock of ancient ideas that are carried 
re. around in the hope that last year’s theories 
to are best for next year’s practice. 

Thimes change; industries keep their 
st- wheels moving; new industries spring 
— up; old industries are improving; new 
er. and better inventions put old methods into 
re, the discard. About the only things that 





stand still and grow rustry are the ex- 
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cess stocks of faulty methods of invest- 
ment, and the “investments” that might 
have been, 

This tendency to carry along the ‘weak 
sisters is a pretty general thing and the 
symptom should not be discouraging for 
those who have the courage to take the 
plunge. 


N advising investors as to the future, 

our greatest difficulty has always been 
to disentangle the unfortunate inquirer 
from the Gordian knots of past mistakes. 
An investment adviser is popularly sup- 
posed to be able to suggest a course that 
will not only help to build up future in- 
come and profit, but also to make up 
losses of the past. 

In other words, he is supposed to be a 
kind of ubiquitous guide through every 
route and trail of investment and specu- 
lation, and send the traveler forth re- 
joicing. The big but unexpressed quali- 
fication nearly always stipulated by the 
traveler is: “I want to travel safe and 
quick—but don’t separate me from my 
baggage.” 

Expressed in another way: the average 
investor would like to shoot, straight and 
quick. He would prefer to bring down 
an eagle on the wing, but hopes to do 
it with his own brand of pop-gun. 

Would it not be better to swap the pop- 
gun for a club, and try for birds that do 
not fly so. high—just for a start? 


The relation of capital and resources 
must also be harmonized in such a way 
that the investor in addition to his excess 
baggage, must not be handicapped by 
setting himself too great a task. Our ex- 
perience has been that those who go 
about the investment problem unham- 






Building Your Future Income 


The Fourteen Obstacles to Successful Investment=-No. 7—Excess Baggage’ 


pered by fantastic ideas of making a for- 
tune, and unencumbered by a string of 
doubtful “investments” that refuse to make 
good, usually accumulate a competence in 
a surprisingly short while. 

Another advantage of the lack of cum- 
brous baggage is the excellent “liquid” 
position of the man who chooses good sal- 
able investments with discrimination— 
preferably dividend payers that have a 
ready market, 


IF: therefore, you are encumbered with 

New Haven at 100, St. Paul at 150 or 
Missouri, Kansas & Texas at 50, and you 
are grimly toting these along from year 
to year, you have been carrying excess 
baggage. Even if they do come back, it 
will not be through your faith in them. 
If you had gotten out of New Haven or 
St. Paul and waited for a Chandler or 
General Motors to come along in the last 
few years, you would have been carrying 
live instead of dead weight—and these live 
wires would have paid for their own 
keep while maturing for you. 

Do not keep the home fires burning 
with fancy-priced coal for Denver & Rio 
Grande, Middle States Oil, Transconti- 
nental Oil and other might-have-beens, 
nor carry them along in the baggage car 
indefinitely, merely because you feel that 
having come down they ought to go up 
again. Some do, the majority don’t. 

Don’t waste time on regrets, reproaches, 
or reminiscences of what you might have 
done when they sold way up. Do some- 
thing right now, if you only examine 
their prospects with an impartial eye, not 
biased by former prices. Forget the old 
prices, and weigh them in the balance of 
present judgment as to their future invest- 
ment prospects. 
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Small Profits and Quick Returns 


A Novel Way of Combining Conservative Investing with 
Reasonable Amount of Specvesting—Should A// 
Mining Stocks Be Banned? 


A FEW days ago, this department of 
the magazine received a letter from 
“H. I. W.” stating that the writer 
had averaged between 20% and 40% on 
his investments for a long period. Be- 
lieving that his plan and methods would be 
of interest to the rest of our readers, we 
asked him to outline them for us in writ- 
ing. The following is his reply: 

Editor, THE MaGazINE oF WALL STREET. 

Sir: Your letter received, and I take 
this epportunity to tell you how I have 
managed to make from 20 to 40% yearly 
on my investments in stocks, as you have 
requested. 

I buy only stock exchange securities 
(N. Y.). I watch the stocks that are 
“cheap,” taking in consideration their 
earnings, future possibilities, reliability of 
the company and length of dividend pay- 
ments. I will not buy any but dividend- 
paying stocks and the yield must be over 
6%. My idea was, and still is, to invest 
my money safely at 6% and it is only 
incidental that I have been so fortunate. 
I figure that as I am satisfied with 6%, if 
I have a net profit of 10% I have already 
received almost two years’ interest, so 
when I buy, I add 10% to cost and put 
my orders in at that figure. 

As the stocks I buy are all seasoned 
and the corporations they represent very 


highly rated in the yearly rate books, I 
do not mind which way the market turns. 
I pay cash for the stocks and get a large 
assortment, for sake of the added security, 
25-share lots being safer than 100-share 


lots. Because of the reasonable profit I 
am often in and out of the same stock 
three times in one year. 

I do not go into any mining stocks. 

To summarize, I buy the best stocks 
when they are known to be cheap and take 
reasonable profits. I will not sell at a 
loss; but I can remember no time when 
I had more than a 10% paper loss. 

I know I may have lost opportunities 
for more profit on stocks but I am afraid 
to change my methods for fear of adopt- 
ing in their place an attitude which might 
lead me into holding and never taking 
profits when I have them. 

Yours respectfully, 


m.. 4. We 


We believe this man’s method will prove 
instructive. He has chosen a happy me- 
dium between investing and trading, and 
we see no reason why the plan should not 
be recommended to the most conservative 
investor. It certainly should prevent any- 
one from falling into the class known as 
“the sleeping investor.” 

While the idea of selling at a fixed 
profit is not new, the novelty in this plan, 
as well as its big feature, is the idea of 
deciding in advance what profit one would 
be satisfied to accept, and at what point 
he will be free to investigate other oppor- 
tunities. In the interim his stock is work- 
ing for him night and day by, obligingly 
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drawing nearer to the dividend period 
(which also reduces expenses for carrying 
with the broker), and if the investor is 
fortunate, and the market in an upswing, 
the “bulls” are also working overtime in 
his behalf. 

Even if his stock does not go with him 
as to price, or the profit-taking period is 
long drawn out, this is offset by the pos- 
sibility of his taking out two or three divi- 
dends before the investment matures. The 
maturity date is a 10% profit—which is 
very nice. 


A Possible Improvement 


An improvement in this system might 
be a moderate “scale plan,” buying one- 
third of an intended investment at the time 
a bargain is indicated, another third when 
the selected issue declines with the market 
about five points, and the last lot ten 
points down. Each lot should then be 
considered an independent purchase, and 
sold on its merits when it shows a profit 
of 10%. 

In this connection, we know how a cer- 
‘tain wealthy operator, whose name is very 
much in the limelight at the present time, 
conducts his ‘specvestments” and who has, 
in the past, been rather partial to U. S. 
Steel. He has made purchases of U. S. 
Steel at various times when he considered 
it cheap, bought further lots further down, 
and sold each lot on its merits. In this 
way he always has stock for sale, and is 
always a buyer at a price. While this is, 
strictly speaking, speculation, the operator 
concerned would tell you that he is a 
staunch believer in U. S. Steel, is buying 
and always holding large blocks of it for 
investment, and has only adopted the 
method for the purpose of “marking 
down” the cost of his original investment. 
It would be better, however, for the 
smaller investor to follow our correspond- 
ent’s plan exclusively. 

Applying H. I. W.’s method, with our 
suggested variation, to a standard railroad 
stock like Reading, the opportunities 
would have come when the stock was sell- 
ing in the 60s. It sold as low as 65 this 
year. But we will suppose that, not be- 
ing judges of “highs and lows,” it was 
considered cheap enough between 75 and 
80, and our investor bought a third at the 
then top price—80 a share. The decline 
to 75 would have given him a second in- 
vestment,-and a little later a third lot at 
$70. He would then have had 3 lots to 
sell at 88, 82%4 and 77, respectively. 

Reading did not waste much time in 
advancing to 88% after this hypothetical 
transaction which would have emptied our 
man’s shelves of his Reading stock at a 
profit of 22% points. 

It would have been reasonable to sup- 
pose that he would have become a buyer 
again at 80, 75 and 70 to repeat his former 
success—if that were possible. The stock 
dropped to 80 but not low enough to have 
given him any more stock under the plan. 
The next big advance to 94 would have 


given him another profit of 8 points, mak- 
ing a total of 30%. 

Reading’s final fall to 80 and many sub- 
sequent advances to above 88 would have 
afforded several opportunities to sell out 
again on the 10% plan, and a final profit 
of 38 points. 

Applied to 100 shares this would have 
meant a profit of $3,800 in less than a 
year plus dividends for the period. 


The Essentials of Successful Investing 


The essentials to success are: 

Knowing the right kind of stocks to 
invest in. 

The extent of the investor’s financial re- 
sponsibility or risk, which is materially 
reduced in the case of outright purchases. 

Knowing in a general way the trend or 
course of the stock dealt and that of its 
“group.” 

Considerable knowledge is necessary, 
which takes the whole thing out of the 
mechanical scale plan, or “scheme” class. 

On the whole, H. I. W.’s is a desirable 
method of investing that we think well 
of. The individual student of values, 
fortified with some market knowledge, is 
placed in an advantageous position to earn 
a good income, and has the added fascina- 
tion of matching his wits against the thou- 
sands of others who are blindly and fool- 
ishly trying to “beat the game”—a game 
which we aver is not beatable by the ordi- 
nary and crude rules of combat conceived 
by its legion of participants. 

Unconsciously, an investor like H. I. W. 
is making it his business to study values, 
pinning his faith to his findings, and act- 
ing upon them. Those who make a busi- 
ness of studying investment have quite as 
much chance of succeeding in listed se- 
curities as in any other line of endeavor. 

Mining stocks, we believe, need not be 
entirely banned at this time. Stocks like 
Anaconda and American Smelters are en- 
titled to the same investment rating as at 
least 20% of those listed on the N. Y. 
Stock Exchange, and are probably much 
sounder than many that sell at a higher 
price. Copper in particular is becoming 
a very stabilized business with a wonder- 
ful future when one pictures the electrical 
development that is bound to take place 
in the next decade. Silver is indispensable 
in chemistry, the arts, and photography 
(the “movies” are yearly consuming more 
and more) ; and even gold will eventually 
be found available for something better 
than merely plugging teeth. 





AVERAGING DOWN 


Every experienced speculator has thor- 
oughly familiarized himself with the cus- 
tom of “averaging” his commitments. In- 
vestors should also make a study of this 
practice, as, throughout their careers they 
will find when properly applied it will 
save them many dollars. 

The investor should exercise great care 
in this as in all other financial matters, 
however. “Averaging” should only be 
employed where the security is a sea- 
soned one and where it is apparent that 
the decline in its price has been due to 
general factors and not to any specific 
permanent adverse factor relating to the 
particular security held. 


THE MAGAZINE OF WALL STREET 





Solving the Mystery of an “Outside Income” 


What This Sort of an Income Is and What the Ways Are of Acquiring It 


AN the average man develop an out- 
side income? By outside income is 
meant an income independent of a 
By aver- 


man’s salary or earned income. 
age man is meant one on a moderate sal- 
ary or a modest income if professionally 


occupied. 

A correct answer to the opening ques- 
tion is predicated upon an inquiry into 
what an “outside income” is ‘and the 
means that may be necessary to obtain 
it. Every one who still owns his Liberty 
Bonds has an “outside” income of per- 
haps a few dollars a year in the form of 
interest coupons collected regularly. This 
is technically outside income. For the 
purposes of this article, however, an out- 
side income is taken to be one that may 
in time take the place of the earned in- 
come. In other words it becomes an 
income that makes one independent of 
the ordinary source of earning, whether 
that source be by way of hand or brain. 

Can the average man such as you or 
I, busy about earning daily bread, having 
nothing to do with the “inside” of mat- 
ters financial, such an income 
through his own efforts. 


secure 


Outside Income Has Its Price 


Like all things worth while, outside in- 
come has a price, which, if paid, will 
result in its possession. Let us investi- 
gate this price and see if it comes within 
reach of Mr. Average Man. Outside in- 
come means income based upon the capi- 
tal man has accumulated either through 
brain or brawn. Income is the offspring 
of capital and can or!ly be obtained through 
the possession of capital. 

But before the steps for obtaining capi- 
tal are outlined, it may be well to de- 
scribe the type of individual most likely 
to gather some. That individual must 
have an ideal, a purpose in life some- 
thing higher than the mere ambition to 
make a living from day to day. He must 
be determined not to quit the world as 
he came into it—without anything; not 
to be dependent upon others for his sus- 
tenance as he passes sixty; and not to be 
under the necessity of working on in- 
definitely for his living. 

Positively stated, his purpose in life 
must be to add to his capital, by no mat- 
ter how small degrees, until it shall have 
become of a usable size. The actual un- 
importance of what luxurious living has 
led him to consider necessities must be 
realized. His ideal of “financial inde- 
pendence” must be clung to tenaciously 
over an extended period of years. 
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By J. A. van BRAKLE 


If Mr. Average Man can grasp this con- 
ception, he may develop that Outside In- 
come. 

Granting, for the purposes of this dis- 
cussion, the presence of an ideal pointed 
in the right direction, a description of 
the factors necessary for the obtaining of 
a capital sufficient to return an income of 
fair proportions is in order. 


Acquiring a Habit 


The first factor is a habit. And this 
habit is the first factor because it is funda- 
mental. No capital, of whatever size or 
value, ever becomes available until some- 
body saves it. Outside income finds its 
roots in the savings that arise from earned 
income. The dollar that is saved today 
is the storehouse from which the income 
of tomorrow is brought forth. 

Now, many people consider saving a 
dreary subject and it is—until they see 
the vision of what may be born of the 
saving habit. The Drab of today then 
appears in its true light as the Cinderella 
of tomorrow. A dollar today will buy 
just a dollar’s worth of goods, or pleas- 
ure, or what not. A dollar saved for a 
year will return with more of its own— 
four cents if placed in a Savings Bank, 
five or six if placed in a good bond, seven 
or eight if placed in a selected stock. 


Watching the Products of Habit 


Money breeds more money but it has 
to be watched. A habit, that of saving, 
will start it but how is it to be watched, 
especially by the average man? Well, the 
financier will tell you that there are few 
secrets in his calling but lots of hard 
work. He will tell you that, although 
much of his success is due to his having 
discovered or formulated the principles 
of the growth of capital the greater part 
is due to his having labored hard in the 
application of those principles. 

There is no other known way, aside 
from chance, of obtaining Capital and its 
fair child—Income. The average man 
will simply have to develop a theory or 
set of principles and then he will have 
to apply them. 

This theory is a rather simple one and 
has but two elements. First, money 
breeds more money by means of inter- 
est, especially when that interest is com- 
pounded. Second, stocks and bonds are 
sometimes dear and sometimes cheap. 
Capital multiplies when it is bought cheap 
and sold dear. But that, you say, is 
where one has to be on the inside. Yes 
you do—and being on the inside simply 
means learning the facts about those 
stocks and bonds before they are bought 
and sold. 

So much for theory. 

But a theory is worthless until it is put 
into practice and that means Mr. Aver- 
age Man must learn a technic or method 
of applying his theory to his savings. 

There is a technic to the doing of 
everything, to living, to earning that liv- 
ing, to making money. Some people just 
exist and do not earn the living for which 
someone pays them and do not make 


money. Those people have a bad technic 
for those necessary functions. 
Acquiring the Technic 


How, then, is one to acquire a technic 
that will eventually produce an income? 
It can not be bought for money. That is 
the reason the millionaire says he has no 
secret of success and proves it in his life 
story by telling nothing but common- 
places. 

Neither can this technic be acquired 
overnight. But it can be learned, dug 
out from one source and another. The 
ability to-recognize facts as such and their 
relations one with the other concerning 
the values and positions of securities and 
matters financial can be learned. The 
MAGAZINE OF WALL STREET opens one 
door to these facts. A study of the Law 
of Averages opens another and the study 
of fundamental business conditions opens 
still another. 

One more factor remains. That is Time. 
Capital grows slowly—especially at first. 
Ten, fifteen, twenty years will be needed 
to develop an income upon which one may 
retire instead of being fired. Fifteen or 
twenty years is a long time for the aver- 
age man to stick to anything. Still it has 
been done. 

So, then, to sum up our problem: If 
the average man will raise up the ideal 
of looking steadfastly to his future wel- 
fare, will form a tenacious habit of sav- 
ing a portion of his earned income, will 
carefully formulate a set of principles and 
will then studiously practice and perfect 
a technic or method of applying those 
principles—he can in the course of time 
develop an outside income sufficient for 
his needs. 

And oddly enough, when he has done 
all this, he will find that he is no longer— 
an Average Man. 





THE SOUTH SEA BUBBLE 

The South Sea Bubble came into being 
in the year 1710, when the English people 
had plenty of money and no banks in which 
to deposit it handily. England likewise 
had a large debt, which the people had 
assumed, the securities for the debt being 
widely distributed. 

The Earl of Oxford devised the plan of 
separating the people from their govern- 
ment securities, all in good faith, by per- 
mitting them to exchange them for shares 
in the South Sea Company, a corporation 
granted a trading monopoly along the 
coast of South America, on the Atlantic 
side. 

The people of England at that time were 
in the midst of a speculative cycle and 
the proposition met with instant favor, as 
it was expected that the profits would be 
tremendous, and they readily exchanged 
their holdings to such an extent, in fact, 
that while the company was not making 
fabulous earnings, the price of the shares 
advanced to an extremely high figure. 

The life of the corporation was ten 
years when it proved worthless and vir- 
tually a total loss to the investors. It was 
then that the South Sea Bubble burst. 
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Digging Into Financial Reports 


What the Various Reports Cover and How They Are Made Up — The Railroad “Income 


HE market value of any security “is 

based on two main factors: first, the 

intrinsic value of the security, de- 
pending on its dividend record, earning 
power and the financial strength back of 
it; and second, the technical position, or 
the demand, supply and various other fac- 
tors which influence market movements. 
The words “technical position” are used 
only in connection with stocks; but supply 
and demand should also be considered in 
the case of bonds, although here it works 
over a longer period of time and without 
so much disturbance due to speculative 
activities. 

It is, of course, essential for investors 
in stocks to know something about the 
technical position of the market, just as 
it is necessary for bond buyers to study 
the fundamental trend of bond prices. 
Nevertheless in this present analy- 


Account” 
By OWEN ELY 


roads and, in less degree, public utilities. 
Many years ago the Interstate Commerce 
Commission prescribed a set of uniform 
accounts for railroads, and the general 
scheme of these accounts has been faith- 
fully followed ever since. In some in- 
stances the annual reports to stockholders 
still follow old-time methods—the Com- 
mission, of course, having no objection to 
a double set of books if the railroad pre- 
fers to report its operations to stock- 
holders in different form from that pre- 
sented to the Commission. In general. 
however, stockholders’ reports conform to 
the I. C. C. reports. 


The Railroad Income Account 


The railroad income account is based 
on the simple principle of separating 
transportation income from miscellaneous 


deducted from net corporate income. The 
balance is then transferred to the balance 
sheet, being deducted from accumulated 
profit and loss if it represents a deficit, 
and added if, as is the usual case, it rep- 
resents a surplus, 

At the present time a partial railroad 
income account is reported monthly to 
the Interstate Commerce Commission, 
copies being reprinted in financial publi- 
cations. This income statement does not 
go any further than operating income, 
which represents only the transportation 
operations. Neither does it contain any 
of the fixed charges. 

In making an estimate of earnings, 
therefore, it is necessary to add to these 
monthly statements the income from se- 
curities, or from miscellaneous operations, 
and deduct the fixed charges as indicated 
in the last annual report to stock- 
holders. 





sis we are interested only in the 





question of* “intrinsic value” as 
indicated in the official reports is- 
sued by a company. 


The Two Principal Reports 


The two principal reports issued 
by all corporations to their stock- 
holders and the general public are 
the “Balance Sheet” and the “In- 
come Account.” 

The balance sheet is intended to 
show a cross-section picture of the 


FORM OF RAILROAD INCOME ACCOUNT 


Operating Revenues 
Operating Expenses 


Net Revenues 


axes 
Uncollectable Revenues 


Operating Income 


Rentals for Hire of Equipment 
and Joint Facilities—net Dr. or Cr. 


NET OPERATING INCOME (Earn- 


company’s financial condition. It 
is supposed to voice the accumu- 
lated financial results of the entire 


ings from Transportation as shown in 
monthly reports) 


Other Corporate Income (from Securi- 
ties, etc.) 


history of the company. 

The income account, on the 
other hand, represents only the 
results of operations for a given 
period, such as a month, a quarter 
or a year. 

In some cases the income ac- 
count is supplemented by a “profit 
and loss account,” which includes 





Gross Income—amount available for 


a Pra ee 


Rents, Interest, and other charges 
NET CORPORATE INCOME—Balance 


for Dividends .....ccccccccccccccccee SSE 
Dividends 


Balance transferred to Profit and 


Loss Account --——— 


re 


A point to be borne in mind in 
using the monthly net operating 
income is the seasonal variation 
in earnings. Allowance for this 
factor can be made by studying 
results in previous years which 
show a_ well-defined trend, the 


highest net earnings being gener- 
ally recorded in July and August. 


A Confusing Point 


Another point which may cause 
difficulty for the investor who at- 
tempts to reconstruct a current 
income account is the change in 
the method of handling rents. As 
indicated in the form above, rents 
are divided into two groups, those 
representing debits and credits for 
hire of equipment and joint facili- 
ties, being included before operat- 
ing income; while the income from 
rents for leased lines and miscel- 
laneous rents appears in “Other 














Income” and the corresponding 





various accounting adjustments 
which cannot properly be brought 
out in the summary of operations for 
the current year. The final surplus 
in the income account (or the final ad- 
justed result in the profit and loss ac- 
count, if there be one) is ‘transferred to 
the balance sheet, as will be explained in 
detail later on. Thus the three statements 
form a logical unit—income account show- 
ing current results; profit and loss, ad- 
justing any charges representing opera- 
tions of previous years; and the balance 
sheet indicating what disposition has been 
made of surplus. 

The starting point in a study of intrinsic 
value is therefore the income account. Of 
course if the company under consideration 
has been operating for a relatively short 
period such as three or four years, the 
balance sheet will be important as indi- 
cating the company’s financial structure; 
but for the average industrial company 
with a long earnings’ record behind it, 
the income account is of greatest interest. 

There is no well defined form for the 
income account except in the case of rail- 
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income, such as interest returns from se- 
curities held, etc. This principle cannot 
be fully carried out, as it is not always 
possible to separate the fixed charges be- 
tween the two groups. The form of the 
income account is therefore as shown in 
the chart herewith. 


The Items in the Chart 


It is unnecessary to explain the profit 
and loss statement referred to in this chart 
in detail, Contributions to “sinking funds” 
for the retirement of bonds sometimes 
form an important part and should be 
taken into account in analyzing earning- 
power as they are really a “fixed charge” 
coming ahead of dividends, although not 
so shown. Among other items which 
would appear in profit and loss statement 
are charges for abandoned property, cred- 
its resulting from sale of any property, 
amount expended out of surplus for ad- 
ditions and betterments, etc. These items 
are divided into two groups—debits and 
credits— and are accordingly added to or 


expenditures in “Fixed Charges.” 
This practice has been generally adopted 
since the beginning of 1918, when the 
“standard return” (the Government guar- 
antee to the railroads) was made up on this 
basis. Hence most of the stockholders’ re- 
ports still follow the old practice of putting 
income from all rents in “other corporate 
income” and corresponding expenditures in 
“deductions from income” (fixed charges). 

The industrial income account is usually 
shorter and more simple than that of the 
railroad. Income from securities is often 
lumped with plant earnings. Earnings 
and expenses are seldom analyzed in any- 
thing like the complete detail shown in 
railroad reports. Expenditures for items 
like depreciation, advertising, etc. are 
usually stated separately. Many corpora- 
tions entirely omit the profit and loss ac- 
count, or else merge it with the income 
account. 

The next article of this series will 
show by illustration how earnings esti- 
mates are prepared from the income ac- 
count, and how they should be used. 
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Building a $10,000 Home with $4,000 Cash? Pshaw!—I 


Started with $450! 


I Wasn’t a Carpenter—But I Erected the House Myself—And 


HEN I first began reading THE 

MAGAZINE OF WALL STREET, which 

was only four months ago, I was 
at once impressed with the stress laid 
in the various editorial writings and 
special articles upon the advisability of 
the young fortune builder using a deed of 
his home as the cornerstone of his struc- 
ture. Elbert Hubbard once remarked that 
most of the pleasure in reading was due 
to the recognition in print of facts al- 
ready known to us; accordingly, 


Earning $200 a Month 
By CHARLES H. ROE 


only in that the material arrives sawed to 
shape and cut to fit, just as it does for a 
steel skyscraper, or for a battleship. After 
a readi-cut house is erected it is exactly 
like any other house and is no more 
portable than the Statue of Liberty. 

We bought a lot for $250 on the edge 
of town, my wife paying for it out of 
her savings, and the deed was made out 
to her. The lot is 50 x 128 feet. The 
man we bought from is a bank president 


When I Started I was Only 


Of course the deal is not one ordinarily 
found among bank transactions but, con- 
sidering that the lumber entered into the 
house and became part of the real estate 
covered by first mortgage just as fast as 
I could put it there, it was not a risky 
deal by any means. I believe if the bank 
had not done it that I could have found 
private capital. 

Well, I put up an old army tent on the 
lot and lived there, working mornings be- 

fore going to the factory and even- 





my pleasure and gratification at see- 


ings after my return. The lumber 





ing all this excellent advice so pre- 
sented will not cause surprise when 
I state further that I had begun in 
just that- way, and although my 
home was not yet completed and I 
had not progressed much beyond 
that point in my fortune building, 
I was very sure in my own heart 
that I had made a good beginning. 
I felt like a kitten being stroked 
when I saw that so many really big 
men, men with brains, wealth, and 





“| WISH I were great and powerful enough 
to impress this on the American people: 
A job is to be held for the purpose of 
maintaining a home and not vice versa. If 
every man were able to build his home with 


| his own hands there would be no high rents, | 


no moving days and no housing shortage. If 
every girl and boy were taught that the highest 


| happiness attainable is the formation and main- | 


tenance of a home, there would be fewer di- 
vorces, less crime and happier, healthier chil- 


arrived May 12 and by July Ist I 
had part of the roof on and my 
wife insisted upon joining-me, We 
had Some great experiences in this 
camping out part of our venture. 
The neighbors and our relatives 
were all much interested, but rather 
inclined to be critical and pessimis- 
tic, especially when they learned 
that I was undertaking the job 
alone. 

I swung every joist, stud and 
rafter into place by myself and nailed 








records of useful achievements, ap- 
proved the course I had taken. 


it. Not until after the roof 





Feeling it a duty to hold the 
light aloft and pass the good 
word on, I want to tell how 
I did it. 

My wife and I began life 
all over again after the war 
—the circumstances are im- 
material. When I was dis- 
charged from the service our 
assets comprised $500 in Lib- 
erty bonds, purchased with 
monthly payments during the 
war, and $425 in a savings 
bank, which my wife had 
saved herself before our mar- 
riage. I found employment 
at $200 a month with a prom- 
ise of a readjustment in case 





was well begun did I receive 
any assistance. After that 
one or two of my brothers- 
in-law dropped in now and 
then of a Sunday afternoon 
and gave us a hand. My wife 
handled lumber and swung a 
paint brush. We hired two 
carpenters to put in door and 
window frames as I felt that 
the nice fitting required was 
beyond my skill, 

Before winter we had the 
house enclosed and a hot wa- 
ter heating plant running, the 
latter being absolutely all my 
own installation. That was 
last winter, Today we are 








I made good, but found there 
was not a house to be had in 
the little town where the fac- 
tory was located, a few miles 
up the river from New York. 
So we stayed with relatives, 
and I went to and from work 
on the railroad. 

Finally I conceived the idea of build- 
ing a house with my own hands. I never 
had had any training in the use of carpen- 
ter’s tools, although I am what is coms 
monly and sometimes contemptuously 
designated a “handy man.” My qualifica- 
tions as a builder certainly were not im- 
pressive. 

After looking over every possible kind 
of proposition, from local lumber yards 
to bolted-together, portable summer 
houses, we decided upon a “readi-cut” 
house. There is an erroneous impression 
abroad that a readi-cut house is portable 
or otherwise different from ordinary 
houses. As a matter of fact it is different 
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nailed 


THE HOME 


“I swung every joist, stud and rafter into place by myself and 
it. Not until after the roof was well begun did I 


receive any assistance” 


and so it was easy to arrange a loan to 
cover the purchase of the material for 
the house. This was $1,238.80 and in re- 
turn we gave a first mortgage on the lot. 
The shipment of the lumber was made 
to the bank and before I got the bill of 
lading for the material I gave them a 
chattél] mortgage on the lumber. In the 
meantime I had had the concrete founda- 
tion constructed. This cost me $300. The 
bank proposition then was a loan of $1,- 
238.80 secured by property as follows: 


Lot 
Foundation 


just finishing up some of the 
painting and decorating, so 
we might say that it has taken 
us a year and a half to build 
our home. Below are the 
items of cost: 


Freight and cartage 

Foundation 

Carpenters 

Plumbing fixtures, material 
and labor 

Heating system material. ... 

Water connections (500 feet 
to main) 

Extra lumber for features 
not included in design.... 


Fireplace and chimney 435.22 


$3,773 65 


The extra lumber was for a dormer 
window, for an addition over the kitchen 
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and cellar entrance, for a big porch and 
for rough flooring in the attic so we could 
use it for storage. Incidentally, we are 
now finishing our attic and will have two 
big bedrooms up there. The plumbing 
fixtures we picked up second hand at a 
bargain and included a solid porcelain 
tub. The only labor included in the 
akove items was that of the masons in 
building the foundation, the two carpen- 
ters above mentioned, a non-union black- 
smith who told me he was a plumber (I 
have done most of his work over since), 
a laborer for digging the trench for the 
water line, and a mason on the fireplace 
and chimney. I was engineer, contractor 
and mason’s helper on the last job, all the 
work being done outside of office hours. 
It is only fair to add that after we pur- 
chased our lumber the prices were in- 
creased and stand today at $2,400.00. 
However, smaller houses are to be had 
for less, as little as $800 I believe. 


Building and Loan Association Approves 


I have told above how the lot was pur- 
chased with my wife’s savings. The bal- 
ance of her bank account soon went into 
the foundation and we had to borrow on 
our Liberty bonds. Everything else came 
out of my salary, while we lived in old 
clothes and ate bread and oleomargarine. 
I had made good in business and my sal- 
ary was jumped to $300. At the end of 
a year it was $325. But as the months 
rolled by we began to ask ourselves what 
would happen if we could not pay off the 
mortgage in time and the bank chose to 
foreclose. The net result was that by the 
end of the year I had the house in such 
shape that the Building and Loan Asso- 
ciation loaned me $1,200 on it and I 
switched the mortgage to them. Just 
recently I borrowed $3,000 more from 
them and bought three acres of land ad- 
jacent to our house, so that we now have 
a comfortable little bungalow and three 
acres of ground for which we are paying 
$44.00 a month, and in eleven years it will 
be all paid for and our very own. To- 
day our house is worth, at a fair appraisal, 
$6,000 and could not be duplicated for 
considerably more than that; our three 
acres, considering improvements made to 
date, is easily worth $4,000, so that we 
have a comfortable little ten thousand dol- 
lar home as the cornerstone of our for- 
tune. 

We are most enthusiastic over our suc- 
cess and have always taken the greatest 
pleasure in showing others how we did it. 
If this little story of our experiences will 
make it any easier for someone else to 
own their own home and then start on 
the road to independence, I shall be more 
than repaid for the trouble of writing it. 

It is hard for me to understand how 
any salaried man who can use a hammer 
and saw can go on year after year pay- 
ing rent. To me, in the light of our ex- 
perience, it seems the most utter folly. In 
talking with rent payers among the other 
employes in our office, I notice a great 
deal of what I term false pride. Most 
of them would rather pay high prices 
for apartments than to be seen in over- 
alls working with their hands, and most 
of their wives would rather play the 


lady in stuffy apartments than subject. 


themselves to the rigors of an outdoor 
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existence and the deprivations and 
economies incidental to financing build- 
ing operations. Many of the men are 
driving automobiles while I walk, but 
I smile when I hear them grumbling 
about rent advances and lease expira- 
tions. 
What a Job Is For 

I wish I were great and powerful 
enough to impress this in‘some way upon 
the American people: “A job is to be 
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THE FLOOR PLAN 


held for the purpose of maintaining a 
home and not vice versa. If every man 
were able to build his home with his own 
hands there would be no high rents, no 
moving days and no housing shortage. If 
every girl and boy were taught that the 
highest happiness attainable is the forma- 
tion and maintenance of a home, there 
would be fewer divorces, less crime, and 
happier, healthier children.” 





THE INVESTOR’S DICTIONARY 
LISTED SECURITIES 

The fact that the securities of a corpora- 
tion are not listed on the New York Stock 
Exchange does not necessarily indicate 
that the securities are not worthy of such 
listing. There are many high class issues 
that are not listed. It is entirely optional 
with the managements of the corporations 
whether or not to list the issues. 

When a corporation desires to list its 
stock, formal application is made to the 
stock exchange authorities, this applica- 
tion being accompanied by a statement of 
the condition of the corporation, the 
amount of shares or bonds it is desired to 
list, etc. This application is carefully con- 
sidered by the exchange authorities before 
consent is given and then, if favorably 
acted upon, the decision is announced. 

The chief advantage derived from deal- 
ing in listed stocks and bonds is the fact 
that quotations are always promptly avail- 
able and the security is more easily 
marketed than in the case of unlisted 
issues. 

REGISTERED BONDS 

Registered bonds are in two classes, 
those which are registered as to principal 
and those registered as to both principal 
and interest. In the first instance the 
holder’s name is written in on the face of 
the bond, duly recorded in that name on 
the company’s books and the certificate 
cannot be transferred without the written 


endorsement by the party in whose name 
the bond is recorded. A new bond will be 
issued to the new purchaser when trans- 
fer of ownership is desired. A prevalent 
custom when bonds are changing hands 
frequently is for the original or registered 
owner to endorse his bond in blank, which 
permits its transfer frequently in various 
sales without its having to be re-trans- 
ferred. This, however, defeats the object, 
in a sense, as to being registered, as the 
element of safety to interim holders is 
In this class of bonds cou- 
pons for the interest are attached. 


eliminated. 


In the case where bonds are registered 
as to principal and interest, there are no 
coupons attached and the company mails 
interest checks to the party whose name is 
registered as owner of the bond. In the 
case of blank assignments there is liability, 
in case the new owner does not re-register 
the bond, that the former owner will re- 
ceive the interest check from the company 

Coupon bonds contain sufficient interest 
coupons to pay the regular interest pay- 
ments to the time of maturity. These 
coupons are usually payable to bearer 
They should be cut from the bonds, care 
being taken that the proper coupon is re- 
moved a few days previous to its maturity 
and deposited with the owner’s bank or 
broker, for collection. 


RECEIVERS’ CERTIFICATES 

There are certain securities issued known 
as Receivers’ Certificates. These are evi- 
dences of indebtedness put out by the re- 
ceiver of a corporation to secure funds of 
an emergency nature and are issued by the 
authority of the court. As these certifi- 
cates take precedence over all indebted- 
ness, even to the mortgages on the proper- 
ties of the corporation, although not over 
wage demands and operating expenses, 
they are considered reasonably safe. In 
some instances, however, they have caused 
some worry to holders, as in cases where 
depreciation in the properties under re- 
ceivership takes place actual default of 
interest payments on these certificates has 
been known to occur. Such incidents 
illustrate the necessity of always ascer- 
taining intrinsic values behind securities 
to be purchased, even though on the face 
of things they appear to be well secured. 


RUPEE 

The sovereign, pound sterling, is the 
standard coin of India, but the current 
silver coin in use is the Rupee. It takes 
fifteen Rupees to make a sovereign. Ap- 
proximately it takes three Rupees to equal 
an American dollar, figured on the normal 
basis of exchange and not the present de- 
preciated rate. 


SCANDINAVIAN UNION 

The countries of Norway, Sweden and 
Denmark are generally referred to in 
financial circles as the “Scandinavian 
Union.” The monetary unit of the three 
countries is the same, the single gold 
standard, with the krone or crown as the 
unit which at normal rates of exchange 
equals, approximately, 27 cents of United 
States money. 
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CUBAN-AMERICAN SUGAR 
Is Its Dividend Rate Secure? 

yuiry Department, 

The Magazine of Wall Street. 

GENTLEMEN—I have a very nice letter 
from you under date of September 16, giv- 
ing me your opinion of Cuban American 
Sugar and stating that the latest report 
concerning Cuban American is of a most 
favorable nature; in fact, you stated it 
was regarded as the premier of the sugar 
group. Now, I happen to have a letter 
from a New York brokerage concern 
which came in this morning and I quote 
two paragraphs in regard to Cuban Amer- 
ican and Cuba Cane: 

“Cuba Cane Sugar common stock 
does not compare with Cuban Amer- 
ican Sugar and no doubt the latter is 
a good stable investment issue. While 
it is true that Cuban American Sugar 
yields nearly 16%, does not that show 
that something is wrong? This yield 
is abnormally large and either the 
dividend will be cut or the price must 
advance to such a level as will de- 
crease the yield to conform with 
present rates of from 6% to 10%. 
Nevertheless, the price of the stock 
has largely discounted such a possi- 
ble reduction in the dividend. 

“For the very reason stated above, 
we look for a reduction of dividend. 
It might not be a bad plan to sell 
your Cuban American Sugar now and 
place an order to repurchase at around 
40 to 41. As you may ‘know, when 
announcements are made in a reduc- 
tion of dividends, there usually is a 
slump in the market price of such a 
stock. Then, when the news is given 
out, the price usually discounts this 
immediately. In the case of Cuban 
American, we would not be surprised 
to see it start an upswing soon after 
such a recession. For the investor, 
Cuban American is no doubt the pest 
and for the speculator also because it 
is sufficiently active for anyone carry- 
ing the stock to take occasional 
profits.” 

I do not understand at all what they 
have written me. They talk as though 
there were something wrong with Cuban 
American because it is now paying a divi- 
dend of 16%, and they take the position 
that the dividend will have to be cut or 
the price of the stock advance so as to 
get it on the basis where it would yield 
from 6 to 10%. They also say the price 
of the stock has largely discounted a pos- 
sible reduction in the dividend. 

I happen to know that the Cuban 
American Company can make a lot of 
money if they get no more than about 4c 
per pound for their raw sugar; they got 
about 6%c for the last crop. Cuban 
American produces sugar at a lower price 
than Cuba Cane and besides it is only 
moderately capitalized. Their plants have 
modern and up-to-date equipment and, 
from what I can learn through sources 
close to me and who are in a position to 
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know, the management is excellent. I 
have heard predictions of a price around 
80 for the stock about the first of the 
year and that information did not come 
from any stock broker but through a 
person much better qualified to know. 
What I want you to tell me is, do you 
know anything about Cuban American 
stock that makes it a bad or undesirable 
stock to hold? I have a considerable 
block that I bought just before it sold 
ex-dividend and which cost me all the way 
from 44 to 46% with an average around 
44%. Would you consider it unwise to 
continue holding that stock at that price? 
In case of a general decline, I would not 


In order to maintain and improve the 
high quality of our Personal Service In- 


quiry Department we have established 
the following charges. 


| BY MAIL 


| Three securities or less, $1.00; four to 
| six securities, $2.00; for each additional 





| three securities, $1.00. 
BY WIRE 
$1.00 for each security. We have a 


direct wire with operator in our offices, 
and wires take precedence over mail. A 


small deposit with us is necessary, 
against which wire inquiries may be 
charged. 


Inquiries on technical points, etc., are 
charged the same as securities. There 
is no charge on the following: | 

1. To investment Letter subscribers. | 

2. For inquiries in regard to stand- | 
ing of bankers, brokers or investment | 
houses. 

3. To subscribers to magazine before 
Jan. 24, 1920, until their present sub- 
scriptions | 

We regret that no advice can be given 
by telephone or by personal interview as 
inquiries are hanrdel only by corre- 
spondence or telegraph. 

We do not advise in regard to im- 
mediate fluctuations, nor as to the han- 
dling of speculative or marginal com- 
mitments. Our judgment is based on 
intrinsic values and on the investment 
situation.— 
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expect to see Cuban American suffer as 
much as some of the more speculative 
stocks. 

It would greatly oblige me if you would 
give me any information in your posses- 
sion regarding Cuban American as I do 
not urderstand at all why that commis- 
sion house should take the position that 
there was something wrong with Cuban 
American stock because it was paying a 
high rate of dividend. I happen to know, 
and I know it through other sourcés than 
commission houses, that Cuban American 


has made a great deal of money and has , 


fine prospects for making more money this 
season. The public does not seem to real- 
ize that immense profits have been made 
and are being made by the sugar planters 
of Cuba, where they can produce sugar 
cheaper than in any other country in the 
world, and it may be similar ignorance that 
makes this commission house think there 
is something wrong because Cuban Ameri- 
can is paying such big dividends. The 


truth of the matter is, after paying that 
dividend, I think they are putting away a 
comfortable surplus. 

I am taking the liberty of getting this 
information from you, feeling that I am 
asking an unbiased source.—G. E. F. 





Auswer—We fail to see where your 
correspondent derived his logic, unless he 
is one of those forlorn pessimists whose 
deductions are formed by the laws of 
gravity, which, as you know, prescribe that 
everything that goes up must come down. 

In August of this year, an authority on 
sugar production and the sugar situation 
states that the Cuban American Company 
expected to earn for the year ending Sep- 
tember 30, 1920, from $26,000,000 to $28,- 
000,000, subject to deduction of interest, 
depreciation and taxes. It is estimated 
that a balance of about $16,000,000 will 
remain after deducting all taxes. 

Profit and loss surplus is close to $50,- 
000,000 and after deduction of estimated 
taxes and dividends for the year will still 
be well upwards of $30,000,000 compared 
with $22,357,139 as of September 30, 1919. 
A large part of this aggregated surplus 
is represented by liquid assets, consisting 
of cash, marketable investments and sugar, 
comprising stock on hand ready for the 
market. The company has 78,938 shares 
of preferred stock outstanding, on which 
it pays 7% dividends annually, aggregat- 
ing $5,226,650. It has 100,000 shares of 


common stock outstanding on which it 


pays 7% annual dividends, aggregating 
$7,000,000; totaling $12,225,650 dividend 
requirements, 


As the liquid assets of the company 
alone are more than 2% times dividend 
requirements, we fail to see wherein a 
reduction in dividend distribution is ap- 


prehended. 





NATIONAL RAILWAYS OF MEXICO 
What We Think of It 
Inquiry Department, 
The Magazine of Wall Street. 
GEeNTLEMEN—Kindly write me your 
opinion of National Railways of Mexico, 
especially the second preferred.—R. W. C. 





Answer—The National Railways of 
Mexico has an authorized capital of $230,- 
000,000 (par value $100) U. S. gold, rep- 
resented by issues as follows: First pre- 
ferred 4% non-cumulative $30,000,000, out- 
standing $28,831,000; second preferred, 5% 
non-cumulative $125,000,000, outstanding 
$120,434,492; common, $75,000,000, out- 
standing $74,803,467. 

In addition to the amounts outstanding, 
$43,200 common, $1,900 first preferred and 
$373,595 second preferred were deposited 
for exchange and $4,191,913 second pre- 
ferred was held in company’s treasury as 
of June 30, 1918. Second preferred is en- 
titled to 5% dividends, after 4% has been 
paid or set aside on first preferred and 
before any dividend is paid on common; 
after this 5% dividends shall have been 

(Continued on page 948) 
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Public Utilities 





Philadelphia Co. 





Bonds and Stocks 


An Engineer’s Report on the Philadelphia Co. 


Ramifications of Huge Oil-Gas-Traction-Power Combine Analyzed—What the Subsidiaries 


Will Earn This Year 


By E. KILBURN SCOTT, Consulting Engineer 


USINESS men are realizing more and 
more fully as time goes on that, to be 
successful, public utility and indus- 

trial concerns must be built on a very large 
scale, with many departments linked to- 
gether. Experience has taught the 
unwisdom of concentrating on one single 
trade line, thus subjecting the company 
to the fluctuations in that line, when de- 
pression there might be neutralized by ac- 
tivity in another field. 

It is on this policy that the Philadelphia 
Co. of Pittsburgh, one of the oldest and 
biggest corporations in the United States, 
was built up. Originally incorporated al- 
most a half-century ago to develop 


Some wells have been delivering gas 
for over 20 years, but the average life 
is about five years, depending on how far 
the wells are apart, and on the character 
of the strata which is tapped. If the 
sand is porous so that gas can travel easily 
through it, the well will last longer. 

There are 24 compressing stations to 
force the gas at about 300 pounds per 
square inch along the transmission mains 
and some of the stations are 200 miles 
from Pittsburgh. When the gas arrives 
at the city limits the pressure is only a 
few pounds per square inch, and by the 
time it is delivered to consumers the 


ning for about a year. It consists of four 
producers, each having a rotating shell 
and capable of giving 3,000,000 cubic feet 
per 24 hours. 

Water and gas plant has just been com- 
pleted and it consists of three pro- 
ducers, each capable of giving 3,000,000 
cubic feet per 24 hours. Both plants are 
fired with coke, purchased locally. 

The producer gas and the water gas 
are mixed, and forced by compressors to 
a gas station about 5 miles away, on sev- 
eral of the main natural gas lines. The 
artificial gas is mixed with the natural 
gas by hand-control of orifices, suitable 

dials showing the relative amounts re- 





quired. 





natural gas in the state of Pennsyl- 
vania, the company has gradually but 
persistently widened the scope of its 
activities. Today, through its sub- 
sidiary, the Duquesne Light Co., the 
parent concern, supplies energy to the 
railways company of Pittsburgh; and 
through various subsidiaries the com- 
pany controls nearly 90% of the pub- 
lic utility business of Pittsburgh and 
neighborhood—serving, it is estimated, 
more than 1,500,000 people. 

The total property investment of 
the Philadelphia Co. is about $200,- 
000,000, of which the natural gas de- 
partment represents about $75,000,000. 

From the foregoing, the hugeness of 
the Philadelphia Co. enterprise may 
be appreciated. 





O far-flung are the ramifications of the 
Philadelphia Co. and so huge the scope of 
its operations that it would be impossible 

to thoroughly review its affairs in a single 
article. For that reason we have obtained the 
accompanying article, discussing the company 
from an engineer’s standpoint, from E. Kilburn 
Scott, a consulting engineer; and a second ar- 
ticle, by J. L. Cheatham, analyzing the com- 
pany from the investment viewpoint, which 
will appear in a subsequent issue. 

Both writers have recently made an exhaus- 
tive investigation of the Philadelphia Com- 
pany, having access to information that could 
have been obtained only through the courtesy 
and co-operation of the company’s officials, 
and their views may be taken as accurate re- 
flections of the position and outlook of one of 
our greatest utility combinations as it stands 
today. 


Along with other concerns using 
natural gas, the Philadelphia Co. is 
much concerned about the Steptoe 
Bill, so-called from a West Virginian 
legislator of that name. Its purpose 
is to retain for West Virginia suffi- 
cient natural gas for all local indus- 
tries, and not permit export to neigh- 
boring states until that demand is 
filled. As the Philadelphia Co. ob- 
tains a good deal of its gas from West 
Virginia, the company is much in- 
terested in an inquiry to obtain in- 
formation as to the effect of the bill 
on industries and on the public. This 
is preparatory to the question being 
tested before the Supreme Court. 





Increase of Domestic Gas Rates 














The Gas Business 


The Philadelphia Co. and its subsidi- 
aries own 400,000 acres of gas and oil 
rights in Pennsylvania and West Virginia, 
which rights and leases have been care- 
fully selected over a period of 20 years. 
About 230,000 acres have yet to be ex- 
ploited, and when the cost of drilling falls 
to a more normal level developments will 
go forward. a 

Through its owned and controlled lines 
the company supplies nearly all the fuel 
gas consumed in the city of Pittsburgh 
and the towns along the Monongahela and 
Allegheny rivers. 

The company has 1,994 natural gas 
wells connected to the mains, and 170 of 
these were put into operation during last 
year. The average output of a gas well 
is about a million cubic feet per 24 hours, 
but when first opened it usually gives 
much more for a few days. At first the 
pressure may be upwards of 1,000 pounds 
per square inch, but it soon steadies down 
to about one-third of that and the pres- 
sure falls gradually to a few pounds. 
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pressure is under one pound. In the win- 
ter-time a consumer on a long distributor 
may have gas at only a few ounces’ pres- 
sure. 

It is important to note that the Com- 
pany has 150,000 gas consumers and the 
distribution piping to these consumers 
under the Pittsburgh streets is equally 
adapted to artificial gas as to natural gas. 
This is also the case for a large amount 
of the transportation lines. The policy 
of the Company is gradually to increase 
the supply of artificial gas and the logi- 
cal sites for artificial gas plants are near 
the coal mines, connection to the city be- 
ing made by existing transportation lines. 

This gradual substitution valorizes the 
larger part of the Company’s plant as a 
permanent investment by meeting the 
gradual expected decrease in natural gas 
by the substitution of artificial gas. 


To Mix Manufactured and Natural Gas 


At Elrama, 22 miles south of Pitts- 
burgh, a producer gas plant has been run- 


On July 1 this year the Philadelphia 
Co. increased the domestic gas rate from 
37c. to 47c., and this increase was re- 
flected in the August statement. It is the 
first irfcrease for many years, and at the 
hearing of the Public Service Commis- 
sion to ratify it, no serious objection was 
raised, though some effort was made to 
get the commission to stipulate for a pref- 
erential service to domestic consumers. 
There is a discount of 2c. for prompt 
payment of bills. 

Even at 45c. per 1,000 cu. ft., Pitts- 
burgh has the cheapest gas supply of any 
city in the country. Rates elsewhere are 
$1 and upwards for gas that has only a 
Half the heating value of that of Pitts- 
burgh. The cheapness of the gas supply 
has caused the gas to be wasted. Indeed, 
it is estimated that the average household 
of Pittsburgh uses about 2% times as 
much gas as households elsewhere. One 
reason for the-increased rate is to try 
and reduce the domestic peak demand, 
which is very high in winter because so 
much gas is used for firing furnaces for 
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heating the houses. These furnaces are 
made for firing by coal and they generally 
use the fas wastefully. 

Last winter the peak load was fortu- 
nately helped by a find of gas at McKees- 
port and the Philadelphia Co. was able 
to obtain an extra 15 million cu. ft. of 
gas per day. At that time the McKees- 
port field was giving a maximum of 70 
million cu. ft. a day, but by over-drilling 
of wells it has now fallen to about 8 
million. 

At the present time the demand for gas 
for the domestic and industrial uses is 
about the same, but owing to difference 
in rates the financial returns per annum 
are as follows: Domestic, $9,000,000; in- 
dustrial, $7,000,000. 

The industrial load is the more desir- 
able one, because the demand is practi- 
cally constant all the year round and there 
is no peak. There are only 450 indus- 
trial consumers as against 150,000 domes- 
tic consumers, and, therefore, less piping 
and valves, etc., are required to give the 
industrial service, and there is much less 
bookkeeping, collection of accounts, and 
attending to complaints, etc. 

It is thought that industrial consumers 
will eventually be asked to pay as much 
as domestic consumers and some of them 
will readily do so because natural gas is 
so much more convenient than coal or 
coke and is especially adapted to some 
trades, such as the manufacture of glass 
and crockery and for certain operations 
in steel making. 

Fig. 1 shows the monthly volume of 
natural gas sold by the Philadelphia Co., 
and the peak loads for various years. It 
will be noticed that in 1916 the peak de- 
mand was 5% billion cu. ft. and that it 
has been falling since then. The figure 
also shows the re- 


The first 60,000 kilowatt turbo-generating 
unit is already installed and seven Bab- 
cock-Wilcox boilers which supply it are 
under steam. A second 60,000 kilowatt 
unit is under construction by the Westing- 
house Electric Manufacturing Co. and a 
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| @vecs enraings .....:..c0ccess: $12,391,419 
| (TE ot agpacansenhee 3,006,156 | 
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Paid dividend ..........s++.0++ 
Barplas ..ccccccccscvcscccecers 54, 


TABLE II—STATISTICS OF DUQUESNE 
LIGHT CO. 


156,000 kilowatts capacity of Brunot’s 
Island power house, 
60,000 kilowatts present capacity of new 
Colfax power house, 
7 step up sub-stations. 
156 step down sub-stations. 
450 miles of high tension overhead lines. 
$50 miles of underground feeder cables. 
4,000 miles of distribution cables. 
14,500 line transformers, 
66,000 poles for cables, etc. 
98,000 connected customers in 1919, 
15,400 street arc lamps in 1919 


| 

| 

| TABLE II—DUQUESNE LIGHT 00. 
— 

| 
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INGS IN 1919, 


Gross earnings ............sss+ $11,917,567 
Net income ........-sseseeeeees 3,224,617 
Paid dividends ...........+.«+. 1,904,478 
BUEED cocccccccccceccevcoecece 819,479 


TABLE IV—STATISTICS OF PITTS- 
BURGH RAILWAYS CO. | 
606 miles of single track, 
167 bridges, totalling 10 miles in 
length. 
15 sub-stations. 
1,630 passenger cars. | 
229 service cars, | 
10 freight cars, | 
275,000,000 passengers carried per annum. 
1,522,752 car miles operated in 1919. 
22,956 car miles increase over 1918. 


OIL 00, | 





TABLE V—PHILADELPHIA 
EARNINGS IN 1919. 
Gross earnings .............«+- $1,383,082 
Se ENTER ncecccccecccccccece 1,050,359 
S BR Ge cc ccccccccccccccs 900,450 
DD esesntedecesooscéeedeccs 149,909 




















coal mine of the Equitable Coke Co. by 
a railroad track about a mile long. This 
mine is now producing 1,500 tons, but will 
give 2,500 tons a day. Water is as im- 
portant as coal for steam-driven power 
houses, and in this case there is an ample 
supply of fresh condensing water in the 
river which runs alongside the power 
house. 

On December 31, 1919, there were 100,- 
013 meters in service, an increase of 14,438, 
or 17%, as compared with the previous 
year. The gross earnings were $11,917,- 


During the latter part of 1919 addi- 
tional power contracts could not be taken 
on because the peak load was in excess of 
the rated capacity of the plants. This 
indicates the importance of having in- 
creased facilities to supply available busi- 
ness and.provide for further development. 

The electricity department has grown 
very rapidly, whereas the gas department 
increases only slowly. By next year the 
gross earnings from electricity will ex- 
ceed those from gas. Then as further 
60,000 kilowatts units are added the elec- 
tricity department will forge ahead. 

The whole of the first 60,000 kilowatts 
is already contracted for for large electric 
furnaces and motors, etc. Ten per cent 
of all electric furnaces of the United 
States are in the Pittsburgh district, and 
6% are supplied with power from the 
mains of the Duquesne Light Co. In 
the past six months, as many new fur- 
naces have been “signed up” as were on 
the mains at the beginning of that period. 

Over one million tons of coal per annum 
are required to generate the energy for 
the electric light and power and the street 
railways of Pittsburgh and district. Of 
this amount the railways require about 
300,000 tons per an- 
num, 





latively small 
amount of artificial 
gas made at El- 
rama, 

It is interesting to 
note that the total 
volume of natural 
gas sold in U. S. A. 
in 1919 was 666 bil- 
lion cu. ft. and of 
this amount West 
Virginia and Penn- 
sylvania represented “t 
250 billion cu. ft. f 
Computed on an be 
equal thermal unit 
basis the natural gas 
equivalent of the 
total manufactured 
gas sold by all pub- 
lic utilities in 1919 
was 133 billion cu. 
ft. 

The earnings of 
the gas properties 
owned or controlled 
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In Table III will 
be found a compila- 
tion of the earnings 
of the Duquesne 
Light Co. in 1919, 
Net income of this 
subsidiary in 1920 is 
estimated at $3,- 
350,000, or a con- 
siderable increase 
; over the previous 
\ year. 


o- Philadelphia Co.'s 
: Promising Traction 
Lines 
The Pittsburgh 
Railway Co. oper- 
ates about 114 con- 
trolled and leased 
lines _having 606 
miles of single track, 
of which 60 miles 
are interurban. The 
operation of many 
of the lines is diffi- 








by the Philadelphia 
Co. in 1919, are 
shown in Table I, 
herewith. It is esti- 
mated that the net income from this 
source for 1920 will amount to $5,250,- 
000, or an increase of about $1,600,000 


’ over the previous year. 


The new Colfax power house of the 
Duquesne Light Co. is situated at Ches- 
wick about 13 miles from Pittsburgh. 


for OCTOBER 30, 1920 


The Colfax Power House of the Duquesne Light Co., which when completed will 
contain five 60,000 kilowatt turbo-generators, and be one of the largest in the world 


third unit being negotiated for. It is in- 
teresting to note that the power house 
will have an ultimate capacity of 300,000 
kilowatts and be one of the largest and 
most efficient in the world. 

It has an ample supply of cheap coal 
because it is connected to the Harmer 


cult because of the 
hills, and the aver- 
age ride per passen- 
ger is longer than in most American 
cities. To offset the expense of the long 
hauls, the large number of individual 
routes and topographical disadvantages, 
the company’s engineers designed a car 
weighing only 37,000 Ibs. as against 50,000 
Ibs. for ordinary cars. These light weight 
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cars have saved a considerable amount of 
power, the value of which has been esti- 
mated at $200,000 per annum. 

Another innovation at Pittsburgh is the 
method of fare administration. Fares are 
collected as people board cars at outlying 
points to ride towards the-city, and on 
the return trip from the city passengers 
pa yas they leave the cars. This permits 
crowds to be handled in the city limits 
without any delay. 

Since January, 1918, the fare has been 
increased four times, the last increase be- 
ing on September 1, 1920. It is now a 
10c. cash fare or three tickets for 25c., 
which is probably the highest rate in the 
country. 

The Pittsburgh Railway Co. 


The Philadelphia Oil Co. 

Besides the public utilities above men- 
tioned, the Philadelphia Co. owns all the 
common stock of the industrial concerns 
referred to below: 

The Philadelphia Oil Co. has expanded 
rapidly during the last two years and the 
prospects for increased future net earn- 
ings are very promising. The oil proper- 
ties are in Pennsylvania, West Virginia 
and Kentucky. It is really a natural de- 
velopment of the gas business because 
much of the organization, equipment, 
drilling machinery, piping, etc. of the 


Natural Gas Department is used for the 
oil business and this places the Philadel- 
phia Co. in a very favorable position for 


was a little less than the preceding year, 
The property is 3,900 acres and the out- 
put, at present, is about 1,500 tons a day, 
but it will be increased to 2,500 per day. 

At the present time a considerable 
amount of the coal goes to the Brunot 
Island power house, but this mine wil] 
also be able to supply the entire require- 
ments of the Colfax power house. The 
policy of the Philadelphia Co. is to con- 
serve the coal for use in these two power 
houses, 

About 8 miles of railway track connects 
the Pennsylvania Railroad and the Pitts- 
burgh Bessemer & Lake Erie Railroad 
and also connects the coal mine with the 
Colfax power house. This short railway 
is also a subsidiary and it is called 
the Cheswick & Harmer Rail- 





has a very favorable contract 
for electric power with the 
Duquesne Light Co., the basis 
being a demand charge of $10 
per kilowatt per annum plus 
an energy consumption charge 
at actual cost and an additional 
12%.% profit on the actual 
cost. This automatically takes 
care of any increases in cost of 
coal and of labor, and it gives 
the railway company the ad- 
vantage of any reduction in 
cost, by reason of more effi- 
cient operation of the 40,000 
and 60,000 kilowatt generating 
units. 

In April, 1918, after a very 
severe winter which added un- 
usual expenses to the then 
mounting cost of operation, 
the Pittsburgh Railway Co. 
had to apply for a receivership. 
The properties are still under 
the jurisdiction of the Federal 
Court, one of three receivers 
being the former president, S. 
L. Tone. 

With improved operation 
due to lighter weight cars, the 
increases of fares, and the 
lower cost of electric energy, 
the Pittsburgh Railway Co. is 
in a fair way to turn the cor- 
ner and should soon be paying 
dividends again. 


Crowing Steam Heat Business 
The Allegheny County Steam 
Heating Co. is another public 
utility subsidiary of the Phila- 
delphia Co. which was started 





road Co. 

Gross earnings of Equitable 
Coal & Coke Co. in 1919 were 
$875,855, the net income $130,278. 
It is estimated that the net in- 
come in 1920 will be $308,500. 

The Equitable Towing and 
Transportation Co. has several 
rear-wheel river steamboats and 
thirty barges, which are kept in 
constant use bringing coal from 
the mines to the Brunot Island 
power house, etc. These boats 
ply along the Monongahela and 
the Allegheny rivers. The com- 
pany pays handsome dividends. 

The Equitable Auto Co. was 
organized to concentrate all the 
equipment of cars, trucks, cater- 
pillar tractors, etc., required by 
the various subsidiary companies 
of the Philadelphia Co. Some of 
the trucks are electrically driven 
and there is a properly equipped 
garage and substation. 


Pennsylvania’s Utility 
Commission 


The financial success of any 
company which gives public 
utility service naturally depends 
on the rates which are charged, 
and these rates are subject to the 
control of the Public Service 
Commission and, also, the good 
will of the public who have to 
pay them. Naturally in course 
of time the rates must vary, and 
especially where there are con- 
siderable changes in cost of labor 
and material. Engineering con- 








a few years ago to supply 
heat to the central portion of 
the city. It uses exhaust steam 
from the smaller power houses 
of the Duquesne Light Co., 
and the system is cleverly arranged to 
provide for return of condensed water 
to the power houses for use again in 
the boilers. Several of the larger office 
buildings in Pittsburgh and also the 
theatres and hotels are heated in this 
way. The steam heat is also used for 
cooking in restaurants. 

This subsidiary shows every evidence of 
largely increasing its business and return- 
ing good dividends. It is much appre- 
ciated by the business men of Pittsburgh. 

The gross earnings of the Allegheny 
Co. in 1919 were $187,205, and it is esti- 
mated that they will be $275,000 for 
1920, leaving a net income of $24,250. 
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A NATURAL GAS WELL 


This is one of two thousand natural gas wells owned by 


the Philadelphia Company 


rapid opening of new oil wells. 

In 1919 the oil wells owned or con- 
trolled were 136, giving 158,974 barrels 
of oil, which was 44,897 barrels above the 
output of 1918. 

Earnings of the Philadelphia Oil Co. in 
1919 are shown in Table V. Net income 
for the current year is estimated at $1,- 
426,500, an increase of nearly $400,000. 


Other Subsidiaries 


The Equitable Coal & Coke Co. has a 
mine at Harmar near the Colfax Power 
Station. The company sold 371,659 tons of 
coal last year, which on account of the 
strike and bad transportation conditions 


struction also is always being im- 
proved and plant becomes obso- 
lescent long before it is worn out, 
this being especially the case with 
electrical plants. Further, when 
a company is engaged in giving a sup- 
ply of natural gas the wells become ex- 
hausted and new ones have to be drilled, 
which means looking well ahead and se- 
curing leases of land for the purpose. For 
these and other reasons the rates have to 
be revised from time to time. 

Pennsylvania has a Public Service 
Commission which takes a broad and sym- 
pathetic view of the obligations and re- 
sponsibility of the Philadelphia Co., and 
its Public Utilities. 

The Philadelphia Co. is fortunate in 
having as its president A. W. Thompson, 
formerly vice president of the B. & O. 
He is an able and tactful adminis- 
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trator and is surrounded by a carefully 
picked staff of engineers and managers. 
The excellent record of the Philadelphia 


varied services given by the public utili- 
ties, and, second, from the oil and coal 


properties. vol. 26, p. 180. 
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1917 
MONTHLY VOLUME NATURAL AND MANUFACTURED 
GAS SOLD BY THE PHILADELPHIA CO. IN THE 
PITTSBURGH DISTRICT 
The volume of manufactured gas shown here is the actual volume 
delivered into the natural gas eo. As the heating value of this 


equal 1 cu. ft. of matural gas, the natural gas 
factured fe! produced is so small that it bh be impossible to show 


1918 


actured gas is required to 
equivalent of the manu- 














Fallacies of New York’s Housing 
Legislation 
(Continued from page 893) 
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Co. for efficient service to the public is 
being fully maintained, and the above de- 
scription of recent engineering develop- 
ments will show that the company is fully 
alive to its responsibilities and is prepared 
to meet all future requirements for gas, 
electric power, traction, etc. 

For the year 1919 the combined earnings 
of the Gas group; Oil group; Equitable 
Coal & Coke Co.; Cheswick & Harmer 
Railroad; the 17th Street Incline Plane Co. ; 
the Railways group, Beaver Valley lines; 
Electric group; and the Allegheny County 
Steam Heating Co. were: 


OS ee $27,397,625 
Be EE boa nekdentwee'ss 5,164,636 
Paid dividends ..............: 3,591,518 

IE orc cdd uceasens vests 1,277,418 


From present indications the net in- 
come of the Philadelphia Company for 
1920 will approach 7% million dollars 
which after the regular dividends have 
been paid, including 6 per cent on the 
common, should leave a surplus of about 
3% million dollars. 


Conclusion 


The Philadelphia Co.’s securities can, 
in my opinion, be considered a safe in- 
vestment and their value is heightened be- 
cause of the speculative element, first, 
from the extensive possibilities of the 


for OCTOBER 30, 1920 
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000 capital input is only one-ninth the | 
a ae hos oe | 
conservation methods in 
Graphs Courtesy of Chemical a and i etal- 
lurgical Engineer. 




















cost of new houses because the market 
values of old houses have 
should in 


People prefer to live 


not yet risen 


as they proportion to rising 


costs. as they are 
and to fight against the inevitable law of 
supply and demand. 

Some Profiteering Was Inevitable 
that 


guilty of 


It is not intended to deny 
persons in New York may be 


many 


profiteering in rents due to present con- 
ditions er that some legislation might have 
been wise and that these Acts may result 
in justice being done in many cases and 
that they may temporarily relieve much 
but at best they 
salves which may seem to ease the pain 


of the unrest, are only 
by substituting a less objectionable pain 
Actually they will hinder 
rather than further the cure of the trouble. 

There is, however, one New York Act 
which may stimulate building if the Act 
is taken advantage of by cities and that 
is the Act exempting new houses from 
local taxation for a period of ten years. 
Where taxes are from $15 to $30 on a 
thousand this amounts to a subsidy of 
$150 to $300 per thousand on the value 
of each new building. This subsidy is 
given by the existing tax payers of the 
and their taxes are increased to pay 
paid as 


politically. 


city, 
the amounts which 
taxes on these new buildings. 
that it is no loss to the city because other- 
wise they probably would not exist is fal- 
for taxes are levied for services 


should be 
The theory 


lacious, 
to be rendered such as fire and police 
protection and the maintenance and care 
of streets and public utilities, and every 
new family, building, or street, 
the cost of running the city and therefore 
the amount of taxes to be levied. This 
policy of subsidy to private individuals is 
repugnant to all former American ideas, 
and it again simply shifts burdens from 
where they belong to where they do not 
belong. The houses have to be paid for 
by some one and the laws should be so 
designed as to make those for whom 
houses are built pay the costs. 

People will build and will pay the costs 
when market values of real estate are 
allowed to reach their true level. The 
majority of voters in the country, particu- 
larly in cities, are probably tenants, which 
largely accounts for this legislation, but 
if the people wish to relieve the housing 
shortage they should be more farsighted 
and should study the elements of real 
estate values and realize that as yet rents 
as a whole have risen far less in propor- 
tion than any other class of necessities of 
life or than wages, and that until they rise 
in some nearer proportion to costs of 
building, Acts such as those passed in 


increases 


New York will only prolong the con- 
gestion. 
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The Shawinigan Water & Power Co. 








Northern States Power Co. 





Hydro-Electric Companies in a Class by Themselves 


Rapid Development of Electrical Transmission and Small Fuel and Labor Requirements Have 
Enabled These Companies to Prosper Under Adverse Conditions for Public 


HERE is probably no group of 

companies which have been so 

uniformly successful from the 
financial and investment standpoint as 
the hydro-electric companies. Some 
of these concerns are only partially 
hydro-electric, the balance of their 
power being supplied by the use of 
steam turbines. However, as a rule, 
the nearer to complete operation under 
water power, the more successful has 
been the enterprise. 

This group has, of late, benefited by 
the relatively small use of labor and 
fuel, and in addition to this, the rising 
cost of power produced by steam has 
increased the salable value of hydro- 
electric power. 

The water power units must, neces- 
sarily, be constructed at the points 
where power is available and their lo- 
cations, therefore, are usually in: out- 
of-the-way and remote regions. Before 
the transmission of electrical energy 
had been developed to its present state, 
the use of this service was limited in 
scope, but now that such great strides 
have been made in this field the ques- 
tion of distance has largely been elim- 
inated. 


An Important Water Power Region 
The basin drained by the St. Law- 
rence River will probably per- 


Utilities as a Whole 
By J. L. CHEATHAM 


Territory Served by the Shawinigan Co. 


The St. Maurice River, on which the 
Shawinigan Water & Power Company’s 
plants are located, is remarkable for its 
enormous flow of water and its falls. 
Over 325 miles in length, this stream 





HIS article will be recognized by 
our readers as 


and successful companies in the various 
branches of i public utility industry. 
Two previous articles discussed Amer- 
ean Telephone '& Tel legraph Co. and the 
Detroit Edison; there will be two more, 
one of them devoted to the Philadelphia 
Co. from the standpoint of the investor 
and the other dealing with one of the 
strongest tractiom lines in the country. 
The greater activity im public utility 
securities which has developed since 
this series was be is ample evidence 
of its timeliness and its money value 
to the discriminating investor. 











flows through a country which abounds 
in lakes and is thickly covered with 
timber, thus making it especially suit- 
able for water power purposes. 

By means of its 800 miles of trans- 
mission lines, the company is able to 
deliver power to all of the large cities 
and towns in the Province of Quebec. 
Among the principal cities so supplied 
are Montreal and Quebec, the former 


volume of Canada’s commerce. Mon- 
treal is also the banking and financial 
center of Canada and its civic develop- 
ments are most extensive; the mu- 
nicipal budget being the highest in the 
Dominion. As a great railway, in- 
dustrial and commercial center, the city 
consumes an enormous amount of 
power and is a most important and 
growing outlet for the Shawinigan 
Company’s service. 

Not only is the company’s power 
used in Montreal and Quebec, but large 
pulp and paper mills have been erected 
in Shawinigan and vicinity; the as- 
bestos mining district around Thetford 
is also served. In addition to these in- 
dustries, numerous concerns have been 
started in which the company has a 
stock ownership or control, and by so 
adjusting their operations has made it 
possible to maintain the lead factor on 
the power plants at a high figure. As 
a result power can be used to an un- 
usual advantage. The business of the 
territory which the company serves is 
diversified and the new enterprises 
which have been started should not 
only enlarge the demand for its power, 
but should have a _ beneficial effect 
upon the general prosperity of the com- 
munity. The future development of 
this region promises much to- 








mit the greatest water power 
development on this continent. 
The formation of this district 
was such that the natural 
topography was altogether 
changed by the huge glacier 
which covered this entire re- 
gion. Prior to the glacial 
period the land area was 
greater than at present and 
broad and regular valleys were 


-+- 5,121,827 
.-. 6,087,153 1,203,529 
... 7,154,509 1,104,944 
.. 8,392,664 1,036,915 
. 9,875,934 1,493,257 


tAfter deducting ‘‘Depreciation and Amortization."’ 





NORTHERN STATES POWER CO. 


tNet 
Income 
Avail- 
Operating able for % % % 

Revenue Dividends Earned Paid Earned Paid 


Preferred 
Stock 


Common 


Total Stock 


779,694 9.30 


7 3,22 nil 
11,38 7 

7 

7 


7.75 4% 

3.08 7 
nil nil 

5,12 nil 


8.44 
7,00 
8.88 7 


Surplus 


def 240,970 
nil 


ward the growth and success of 
the Shawinigan Company. 


Organization of the Company 


The Shawinigan Water & 
Power Company was incorpor- 
1898 under a_ special 
charter granted by the Provin- 
cial Government of Quebec. By 
purchase from this Government 
it owns eleven hundred acres of 


192,625 “ 
179,480 ated in 


$16,259 








formed by the then existing 
rivers. During the _ glacial 


land, which include all water 
power rights in one of the great- 








period old river channels were 
dammed, old valleys filled up 
with debris and new river 
channels formed, and_ the 
entire drainage system al- 
tered. In order to allow the 
old systems to meet the new, 
numerous falls and cataracts 
were made and these forma- 
tions of the Great Lake region 
and the valley of the St. Law- 
rence offer vast water power 
possibilities. 








THE SHAWINIGAN WATER & POWER CO, 


Gross *Net Income “— Stock 
Operating Available 
Revenue for Dividends Earned Paid 


* 


SPSS SAANISS 

SELISSSES3 

ATIIBFeATee 
« 


1,328,743 


*After deducting ‘“‘Depreciation and Tax Reserves,”’ 


est natural water power tracts in 
existence. 

This concern is recognized as 
being one of the largest and most 
successful producers of hydro- 
electric power in the world, and 
it owns or controls water re- 
sources of over 640,000 horse- 
power ultimate capacity, of 
which only a little over 50% is 
at present developed. The plants 
used for the development of its 
\f power are of the most modern 














The Shawinigan Company is 
in the heart of this district, and while 
the water used by the Northern States 
Power Co. flows principally into the 
Mississippi basin, yet its falls are lo- 
cated on the edge of this same region 
so greatly influenced by the huge 
glacier which existed so long ago. 
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being the largest and most important 
city of the Dominion. 

Montreal has over eight miles of 
deep water in the harbor, and it is well 
equipped for handling the enormous 
trade which passes through its confines. 
Its port handles one-third of the entire 


construction and are made of 
concrete and steel; and the equipment 
is of the latest and most approved type 
of electrical design. The 800 miles of 
high tension transmission lines, by 
means of which the district is served, 
are carried for the most part on steel 
towers, a large percentage of which are 
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located on the company’s own rights- 
of-way. 

Extensive improvements on the St. 
Maurice River have given the company 
better control of the river flow and 
have made available much additional 
horsepower. 

The Shawinigan company has a sub- 
stantial stock interest in the Laurentide 
Power Co., Ltd., whose plant at Grand 
Mere has an installed capacity of 125,- 
000 horsepower, part of which this 
company obtains at unusually low rates. 
Another important property which has 
been purchased through a subsidiary, 
the Gres Falls Development Co., Ltd. 
(of which Shawinigan owns all the 
bonds and stock), is located at Gres 
Falls, about four miles below the main 
works. The company has numerous 
other controlled and affiliated concerns, 
some of which furnish and distribute 
power, while others are interested in 
manufacturing and general business. 

Its character is not limited as to 
time and through -absolute ownership 
the company has the perpetual right to 
use the water power which may be de- 
veloped in the future, as well as having 
complete control over the present in- 
stalled capacity. 


Growth of Business and Earning Power 


The growth of the business territory 
served by the company is best illus- 
trated by the number of kilowatt-hours 
of electricity generated and sold. In 
1910 the total output amounted to only 
135,000,000 kw.-hrs., while in 1919 this 
total had been increased to more than 
729,000,000 kw.-hrs., and there is every 
reason to believe that this development 
will continue. 

The growth of earnings has been uni- 
formly good; gross operating revenues 
having increased from $991,029 in 1910 to 
$3,727,045 in 1919. For the last twelve 
years, dividends have been paid on the 
capital stock and since 1915 the rate 
has been 7% per annum. 

During this period numerous 
provements and developments have 
necessitated increases in the funded 
debt and the outstanding capital stock, 


im- 


Photo by Brown Bros. 


until at the present time the outstand- 
ing capitalization consists of $13,353,- 
000 bonds and notes and $20,000,000 
capital stock. With the future develop- 
ment which may be expected in this 
territory, the earnings of the Shawini- 
gan Water & Power Co. should still 
further increase and its importance to 
investors will be more fully appreciated. 
Northern States 
Co. 

The principal district served by the 
Northern States Power Company is 


Territory Served by 
Power 
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Minnecota. By 
natural re- 


located in southern 
reason of its abundant 
sources the territory has developed 
rapidly along agricultural and indus- 
trial lines. The state of Minnesota 
produces more iron ore than any other 
region in the world and it has been 
estimated that the visible supply of this 
ore is over 1,500,000,000 tons; further- 
more, this figure does not provide for 
possible discoveries still to be made. 
The manufacturing done in the. state 
is dependent upon the raw materials 
near at hand, such as breadstuffs, live- 
stock, lumber and iron. 


The company’s operations center 
around the “Twin Cities”—St. Paul and 
Minneapolis, the latter city being 
founded by men who sought to utilize 
the power of St. Anthony Falls for 
milling purposes. This industry has 
so developed that Minneapolis has be- 
come the chief flour milling city in the 
world. It is also developing exten- 
sively along other lines; indeed the 
outstanding feature of its business is 
its growing diversity. A new govern- 
ment dam in the Mississippi, con- 
structed to make the river navigable 
to Minneapolis, it is estimated will 
produce about 40,000 horse power, and 
other prospects yet undeveloped can 
supply considerably more _ electrical 
energy. 

In addition to the excellent water 
transportation, the city is a great rail- 
road center and is well connected with 
the great coal docks at Duluth so that 
the Northern States Power-Co. can 
easily obtain its coal supplies for oper- 
ation of its steam driven units from 
this source. The growth and develop- 
ment of the particular region it serves 
has been largely responsible for the 
expansion in the business and earnings 
of the Northern States Power Co. 


Organization and Business 


The Northern States Power Com- 
pany was incorporated in 1909 under 
the laws of Delaware and its business 
consists chiefly in the generation, 
transmission and distribution of elec- 
tric light and power, although it also 
operates gas, steam heat and other 
public utility services. 


The company’s properties are exten- 
. Sive and its generating plants and sub- 
stations are modern structures of skill- 
ful design and well adapted to their 


purposes. The steam generating plants 
have a capacity of over 87,000 horse- 
power and that of the hydro-electric 
properties is 51,205 horsepower. 
Through ownership of sites, and land 
and flowage rights, additional hydro- 
electric capacity of over 146,000 horse- 
power can be developed. 
(Continued on page 957) 
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Vanadium Corporation of America 





Vanadium Company Far Behind on Orders 


Transport Greatly Improved—Earnings Running at Rate of $12 a Share— 


HE Vanadium Corporation of Amer- 

ica has a monopoly of one of the 

most expensive and useful metals used 
in steel manufacture. 

The mines of the corporation are at 
Mina Rogra at the top (16,000 feet) of 
the Andes Mountains in Peru. There are 
six mining claims, four of which have each 
an area of 600 acres and it is estimated 
that there is an ore reserve of 28,000,000 
pounds of contained vanadium, or suffi- 
cient at the present rate of consumption 
to last 20 years. 

The ore mined is a sulphide called 
patronite which, in pure form, con- 


What the Metal Is 

By S. K. ELDRIDGE 
thing like platinum, but having a higher 
melting point (1680 degrees C.). Until 
about twelve years ago it was considered 
one of the rare metals. In 1864 Edward 
Riley found vanadium in the iron ores of 
Wiltshire. During 1867 to 1870 Sir Henry 
Roscoe made extensive researches and re- 
duced vanadium to the metallic state, his 
source of supply being a sandstone deposit 
at Motram in Cheshire, England. In 1893 
Moissan, of Paris, made vanadium in an 
electric furnace and found that it readily 
alloyed with iron, copper and aluminum. 


cutlery. Tool steel usually contains .75%- 
1% of vanadium and 15% of tungsten, but 
there are, of course, many grades. Pro- 
fessor Arnold has, for example, brought 
out a super-steel which contains 1.3% of 
vanadium and 6% of molybdenum. The 
metal is such a powerful alloy that it can 
only be used in homeopathic doses; 30% 
pounds of vanadium in a ton of steel is 
a high figure. 

The action of the vanadium appears to 
be mainly on the ferrite or soft iron which 
is the background of steel and which con- 
tains the carbonized iron crystals. It al- 

loys with the ferrite and makes it 





tains 19% to 25% of vanadium and 





45% to 60% of sulphur, about 15% 
of the latter being free. It also 
contains some bituminous matter. 
It is self burning and before being 
sent down to the coast is roasted 
to get rid of some of the sulphur, 
etc. In the shales adjoining the 
main ore body there is a variety of 
oxides, among them being hewitite, 
tontaining 67% of vanadium oxide, 
and green oxide, containing 57% 
of vanadium oxide. 

It is curious that although vana- 
dium has been extensively pros- 
pected for all over the world, this 
Peruvian deposit is the only one 
that shows a large percentage of 
metal. Lead vanadate deposits 
have been found in the Argentine, 
Arizona, Brazil, Mexico, New Mex- 
ico, and Rhodesia and Spain, but 
the vanadium content is only 1%- 
2% and concentration only brings 
it to 6%-12%. 

Vanadium is found along with 
uranium in carnotite ore in Colo- 
rado, Utah and Australia. The ore 
runs 2%-3% vanadium, and by con- 
centration the metal can _ be 
brought up to about 7%. 





In 1896 some armor plate containing vana- 
AMES J. FLANNERY, then an 
J undertaker in Pittsburgh, was the 
first in the United States to recognize 
the enormous possibilities of Vanadium. 
At the time he was only able to raise 
$20,000, but he took half of this in gold 
to Peru and when the owner of the mines 


‘Flannery was after seemed unwilling to 


sell, the American poured out the gold at 
his feet. The glitter of the gold won. 
Within a day or two other foreign in- 
terests offered the Peruvian $200,000 for 
his mines. Fortunately for Flannery, 
E. E, Fernandini held the old Spanish 
ideas of honor and insisted on keepmg his 
word. ‘ 
In recognition of this Flannery, on 
forming the American Vanadium Com- 
pany to develop the mines, gave the Peru- 
vian one tenth of the stock, or $70,000 
par value. The Spaniard lost little by 
the transaction; not only did he reap rich 
dividends for ten years estimated at 
$320.50 per share from his stockholdings, 
but the shares soared from $100 to about 
$1000 a share. 


— 


tougher, thus knitting the crystals 
| together more firmly. While at 
the same time it prevents segrega- 
|} tion of the crystals. Vanadium steel? 
is more dense and much better 
able to withstand impact without 
fracture. 

Vanadium has great affinity for 
oxygen and for nitrogen and one 
effect that it has in the molten steel 
is to combine with any small 
amounts of these gases that may 
be present. Even infinitesimal 
quantities of nitrogen are detri- 
mental and to a certain extent, 
therefore, vanadium may be con- 
sidered a scavenger. 

Along with other navies of the 
world, the United States Navy 
early adopted vanadium steel for 
armor plate, guns, etc. But the 
manufacture of automobiles prob- 
ably did more to create a large de- 
mand for the metal than any other 
| branch of engineering. This was 
| because it was essential to have a 

steel for chassis that would with- 

stand severe impacts. Such steel 
usually contains .15%-.25% of va- 
|} nadium. 
There are of course other uses 











for vanadium. For example, it is 





In Colorado there is also a vana- 
diferous sandstone called Roscoe- 


lite, named after Sir Henry Roscoe, 


which gives 1144%-3% of vanadium. 
The metal can only be extracted by 
chemical means. 

Vanadium is present in the ash of coke 
produced by distillation of petroleum but 
the amount is very small and the expense 
of recovering it too great to be commer- 
cial. An English company considered the 
question of its recovery but abandoned it 
after a few experiments. 

Uses for Vanadium 
Vanadium metal is silvery white some- 
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dium was’ made at the Firming Steel 
Works in France and the tests proved con- 
clusively that it was a valuable alloy for 
the purpose. In 1900 Professor Arnold, 
of Sheffield University, England, published 
a complete investigation he had made and 
this drew world-wide attention to the 
metal. He showed that steel containing 
1.25% of carbon and 3% of vanadium 
would machine 75% more turnings than 
the same steel with 3% of tungsten. 


Since then vanadium has been much 
used for high speed tool steels and for 


used as an alloy of copper; for the 
manufacture of dyes and indelible ink; 
for calico printing and in the ceramic 
industry. It is also used for medicinal 
purposes, as it is a powerful antiseptic. 
When introduced into the blood it at- 
tacks ptomaines and toxins and con- 
verts them into harmless substances. 


Formation of the Vanadium Corporation 


In January of this year the Vanadium 
Corporation acquired the properties of the 
Primos Chemical Company, Primos Ex- 
ploration Company and Primos Mining 
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and Milling Company. The Vanadium 
Corporation issued 93,334 shares of new 
stock to finance this purchase and the issue 
was underwritten by Allan A, Ryan and 
Company. Stockholders of record Janu- 
ary 21 had the right to subscribe to one 
share for each three shares of their hold- 
ings and they took practically the entire 
offering. 

The Primos Chemical Company pro- 
duced vanadium, molybdenum, and tung- 
sten, having ‘deposits of ore in Colorado 
which contained all of these metals. The 
refining plant was at Primos, about 11 








Yield pound vanadium made... .1,230,247 
Per cent of extraction........... 73.4% 
Recovery per ton of ore......... 322 


The ferro-vanadium produced was 
1,500,787 pounds in 1918. The highest 
production of ferro-vanadium was about 
2,000,000 pounds in 1917 and the lowest 
in the year when operations commenced, 
1914, was 383,800 pounds. 

For some years experiments have been 
carried on with a view to finding a cheap- 
er and better method of treating vanadium 
ore and the use of carbon reduction in an 
electric furnace promised the best results. 





trodes project into the slag at top of both 
of fused metal so the slag acts as a re- 
sister. The temperature attained is about 
2,000 degrees C. 

The roof is of special bricks made from 
Missouri flint clay; they are very thor- 
oughly water-cooled. Two 12-inch diam- 
eter holes in the roof admit ore and slag 
materials to the hot zone between the elec- 
trodes and two 2-foot diameter holes con- 
nect by flues to the chimney to take away 
the hot gases. The electric regulation is 
automatic and very close, the power fac- 
tor being 100%, which is unusually high. 

A novel feature of the furnace is 











miles from Philadelphia, and the 
process was the use of aluminum. ]/ re Peer aay a - parawer if that it is supported on two sets of 
From 1915 to 1919 the Primos Chem- ]} eee Caton — i] rollers by which it can be rolled 
ical Company earned about $1,000,000 aSeETs » AS JAN, 21, 19 || away and to one side so as to enable 
a year. d : a newly built furnace to quickly take 
At the present time the Vanadium |} Cash in banks and on hand........ $2,765,655 |] its place. The furnace, the regulat- 
Corporation is using up a large quan- Accounts receivable ..........-+.+ 50,226 | ing. device, etc., are the joint design 
tity of slag that was formerly thrown Time drafts and deposits ......... 25,000 of Mr. B. D. Sackawalla, the super- 
: : , : i Heth c ans suaebotaneeedes 973,477 > ee ea Be ~— 
aside by the Primos Company. This Diemed dhenues 6.069 intendent, and Mr. Anderson, the 
; ins 4% of | bgt alg ‘og 5 500, electrical engineer 
slag contains only about 14% | Investments Regra Peru Mine..... 5,500,000 a gineer. 
vanadium, but the electric furnace Patents and processes ........... 1,000,000 | The earliest methods of extracting 
process has no difficulty in extracting Bridgeville plant . ee | the metal from the Peruvian ore 
even that low percentage. It is very |} Properties acquired from Primos _ i} yielded only 36%, but later this was 
profitable ; and there is so much of the 0) ee 2,664,351 increased to over 73%. The new 
por ig » ag ty pe ao ria castleteickadscneas $15,512,956 ey — is 1 to give a 
: 2 yie oft over Yo, which is not im- 
pany will be paid off in this way. LIABILITIES: probable, considering the efficiency of 
The Vanadium Corporation now Audited vouchers payable ........ $125,467 all electro-metallurgy processes 
. : R% rana- Reserve for d DD decsaceasa 9,471 | ‘ ; ape So Nt 
supplies about 98% of all the vana R - for mag _ 119 834 Ferro-vanadium, made in the fur- 
dium used in the world. Only small eserve [OF lAX€S .......+-+- seers 5% | voces . ot al 
Sa OCS ae aR eae 1.584 || maces, contains about 33% of vanad- 
amounts are made by other compa- P : : : ’ ; ong 
nar aie” im Seated Stated capital and equity: 373,334 |} ium. This alloy has a much lower 
Chea : ic exe P r Shetunti eeae shares of no par value .......... 15,256,598 melting point than pure vanadium 
emical Company of Fittsburgh pr¢ —_——--— and makes its assimilation of the steel 
duces it as a by-product in the manu- SE) Sik esnesscedntaree sea $15,512,954 |] easier 
facture of radium, from the carnotite : . 
= Transport of Ore Greatly Improved 











ores of Colorado. 
About 25% of the out- 


Until August of this 





put of the Vanadium 
Corporation goes to 
Sheffield, England, to be 
alloyed with steel for 
high speed tools and for 
cutlery, etc. At the pres- 
ent time the Vanadium 
Corporation is about six 
months behind in its or- 
ders from Sheffield and 
this represents about a 
million pounds of metal. 
The ferro-vanadium is 
sold to a syndicate in 
Sheffield which was set 
up during the war to 
handle all special alloy 
metals of steel. 
Considerable quantities 
of ferro-vanadium go to 
Gerod, of France, who 
makes electric furnace 
steel. Before the war the 
war the Krupp firm of 








year all the output of the 
has been carried 
on the backs of Ilamas 
to Lake Peru Ruyn and 
then by Moreland motor 
trucks from the lake to 
the Cerro de Pasco Rail- 
way connecting with the 
Port of Callao. This 
journey can only be made 
in the dry season so the 
deliveries have been very 
irregular. 

In August the Founda- 
tion Company of New 
York City completed a 
narrow-gauge steam rail- 
way 12 miles long from 
the mines to Lake Peru 
Ruyn and as this was the 
most difficult part of the 
transportation the effect 
is already noticeable in 
much better deliveries. A 


mines 








Germany was a large large stock of ore has ac- 
purchaser of vanadium The Mina Regra Mines at 16,000 feet elevation in the Andes Mountains, cumulated at the mines 
and no doubt will be- Peru. The mines which are the richest in the world are now owned by waiting for the railway to 
come so again. the Vanadium Corporation be put through. It is 

no longer necessary to 


Electrical Method Best 

Up to 1919 the usual method of reducing 
vanadium was by means of aluminum, but, 
since it required about 2 pounds of alumi- 
num to produce 1 pound of vanadium, this 
was an expensive process. The figures for 
the year 1918 given below are by the alum- 
inum process: 


Gross tons ore produced........ 2,153,032 
Tons of ore treated............. 3,811,269 
Average assay vanadium........ 19.6% 
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The July, 1919, production by that means 


began on a considerable scale. 


At the Bridgeville works of the Vana- 
dium Corporation there are three electric 
experimental 
work and two large ones (about 20 feet by 
The 
furnaces are built with blocks of carbon 
and the electrodes are of graphite, 12 
The ends of the elec- 


furnaces, a small one for 


10 feet) for turning out the product. 


inches in diameter. 


depend upon Ilamas. 

The Foundation Company is now en- 
gaged in the construction of a second rail- 
way connecting Lake Peru Ruyn with the 
Cerro de Pasco railway at Recron and 
when this is completed towards the end 
of this year there will be through railway 
communication. It will then be possible to 
deliver ore all the year round and carry 


(Continued on page 964) 
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Oil Shale a Proven Commercial Success 
Deposits in the United States Extensive and Rich — Development Work Being Rushed and 


VERY day brings added warnings 

that the demand for oil is far out- 

stripping production, and this in 
spite of the fact that there has been an 
appreciable increase in output throughout 
the past twenty years. Occupying at 
present the leading position among the 
petroleum-producing nations of the world, 
we find that our own oil resources are in- 
adequate. Already we call upon outside 
sources to help us meet the needs of our 
own oil consumers. Mexico is providing 
us with more and more oil each year. 


Results Will Appear Soon 
By ALEX MOSS 


longer than is now estimated. The amount 
of oil left underground by early operators 
is said to approximate closely the quantity 
already recovered. 

An average daily production of 990,446 
barrels of crude oil in 1919 was not suffi- 
cient to supply the wants of all our con- 
sumers. Particularly significant is this 
fact when it is remembered that, even with 
imports added and thousands of barrels 
withdrawn from storage, a scarcity of 
petroleum and petroleum products de- 


between j'uly and December drew on stor- 
age for our consumption and export 11,- 
071,000 barrels. All of which shows con- 
clusively that in the last few months of 
1919 there was either a great falling off 
in new production or an increase in the 
demand. 


Potential Market Far Greater Tham Supply 
The potential market for oil is beyond 
the present productive capacity of the 


world. It takes about 112 tons of oil 
(figuring a fraction of more than 





Whether our petroleum resources 
will be added to largely by the open- 
ing up of new territory in the United 
States or by the sinking of new wells 
on old territory is problematic. Just 
as our coal reserves have been meas- 
ured, so have our oil-producing areas 
and their capability for production 
been estimated by experts. Some of 








six barrels to a ton) to propel a 
2,200-ton ship for one day. If the 


ECESSITY is truly said to be the mother 

of invention, and in all the remedies ad- 

vanced to solve our petroleum shortage 
there is more or less merit. By far the out- 
standing solution of our future petroleum prob- 
lems, however, is afforded by something more 
tangible and practical—the commercial devel- 
opment of our large deposits of oil shale. 


world’s merchant marine, which will 
soon exceed 50,000,000 tons, were on 
sumed in this one quarter 600,000,000 
barrels of oil a year. If a third of 
a fuel oil basis, there would be con- 
the world’s ocean tonnage (exclusive 





of sailing vessels) were today burn- 








our present largest producing wells 








will peter out within the next twenty 


ing oil instead of coal, they would 
consume, estimating conserva- 





years; many of them within less 
time than that. While there are 
many wells in the Eastern fields 
whose periods of productivity will 
undoubtedly continue for two dec- 
ades or so, the average profitable 
productive life of these operations 
cannot be set at more than seven 
years. The average profitable pro- 
ductive life of a well in the Cali- 
fornia field is set at not more than 
six years; in Texas, not more than 
four years; in Kentucky and other 
“minor petroleum fields,” not more 
than seven years. 


The Nation’s Total Reserve Supply 


In the decade ending in 1918, 
which was a period of active ex- 
ploration and development, the to- 
tal oil reserve of the nation was 
increased by less than an amount 
equal to three years’ consumption. 
Estimates made by various experts 
of the amount of oil now under- 
ground vary; but if the consensus 
of opinion is correct then inside of 
twenty years the United States as 








tively, not less than 160,000,000 
barrels of fuel oil annually, or 
more than 90% of the quantity of 
fuel oil produced by American 
refiners in 1918. These figures’ 
have not taken into account the 
fuel oil requirements of the navies 
of the world. 

Then there are the railways. 
American railways in 1919 con- 
sumed approximately 50,000,000 
barrels of fuel oil, an increase of 
more than 150% in ten years. If 
the roads were using fuel oil for 
a third of their traffic, which ad- 
mittedly they are not, then the 
rate of consumption would be at 
least 170,000,000 barrels annually. 


The use of fuel oil for indus- 
trial purposes has gained greater 
headway than might be supposed. 
The United States Geological 
Survey recently stated that fuel 
oil consumed in the United States 
in 1917, including crude petroleum 
used as fuel, was about 204,000;- 
000 barrels. This did not include 








an oil-producing nation will be 
forced to yield its supremacy. 

It may be possible to rework old 
areas and so recover the oil left 
underground by the wasteful operating 
methods of the past; whether this proced- 
ure will be feasible depends upon the prices 
obtained for fuel oil and its derivatives in 
the years to come. If all our developed oil 
fields of the past cAN be scientifically and 
economically reworked, then, of course, 
our petroleum reserves will last much 


A TYPICAL OIL-SHALE CLIFF IN THE DE BEQUE 


DISTRICT OF COLORADO 


veloped. The total production of petrol- 
eum in the United States for the year was 
377,719,000 barrels, an increase of 21,791,- 
284 barrels over 1918. The preliminary 
estimates of the consumption of petroleum 
in the United States for 1919 was 375,559,- 
000 barrels. We imported an excess over 
exports that year of 3,319,870 barrels and 


exports. Railroad consumption 
was almost 46,000,000 barrels, 
leaving for other purposes more 
than 178,000,000 barrels. 

Later reports showing the movements 
of fuel oil from American refineries in- 
dicate that domestic consumption of fuel 
oil is even greater today than at any time 
during 1917 or 1918. Many large estab- 
lishments have adopted oil as fuel because 
of the high cost and difficulty of procuring 
coal. Use for heating is also increasing. 
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It is safe to say that in the future at 
least 178,000,000 barrels of fuel oil will 
be consumed annually in the United States 
for other than railroad purposes. 


Analyzing the Demand 


An analysis of the demands shows that 
a larger percentage of crude oil is yearly 
being turned into gasoline, but in spite of 
the largely augmented supplies of this 
product the output of motor fuel has not 
kept pace with the manufacture of auto- 
mobiles. Gasoline must be furnished for 
approximately 8,000,000 registered cars in 
the United States alone, and the auto- 
mobile industry is still in its infancy. 
Twenty years ago the production of gaso- 
line amounted to less than 


PANORAMIC VIEW OF 





THE OIL SHALE LOCATIONS IN THE STATE OF COLORADO 


future petroleum problems, however, is 
afforded by something more tangible and 
practical—the commercial development of 
our large deposits of oil shales. 

Oil shale deposits occur in many parts 
of the world. The principal areas in the 
United States are located in Colorado, 
Wyoming, California, Montana, Illinois, 
Indiana, Kentucky, Tennessee, West Vir- 
ginia, Ohio and Pennsylvania. 

For geological classification, oil-bearing 
shales have been divided into the follow- 
ing three broad general divisions: 

(1) Albertite, a solidified mineral pitch, 
dark black in color, which looks like 
hardened coal tar. The largest deposit of 
pure albertite occurs in Albert county, 





shales yield on 
distillation between 40 and 65 gallons of 
crude oil per ton and corresponding quan- 
tities of ammonium. The oil is dark and 


Tasmania. Tasmanite 


viscous. Fractional distillation yields 
64% of lubricating oils, 25% of lighting 
oils and 11% of benzine and benzolene. 
Many valuable by-products are also re- 
covered. 

(3) Torbanite, the name by which the 
principal commercial oil shales- is gen- 
erally known. It is brownish or dark 
black in color and gives off curled flakes 
when scratched with a knife. It yields 
petroleum-like products by distillation at 
a gentle heat. In distilling, the distillate 
is slightly acid at first and later becomes 

alkaline. 





300,000,000 gallons a year; to- 
day the output of gasoline is 
running at the rate of about 
4,000,000,000 gallons a year, 
nearly one-third of which is 
used for purposes other than 
motor vehicles. 

In the face of the almost 
staggering demand for pe- 
troleum and petroleum prod- 
ucts, serious attention is be- 
ing given the various reme- 
dies suggested for relieving 
or even temporarily allevi- 
ating the shortage. The diffi- 
culty found with most of 
these remedies is that they 
offer no immediate solution 
to the problem. As substi- 
tutes for gasoline, kerosene, 
liquid hydrogen, alcohol, and 
other compounds have their 
staunch adherents who be- 
lieve in their ultimate com- 
mercial development. Conser- 
vation and economy in the 
use of fuel oil, many schemes 
for which have been proposed, 
include guarding against 
evaporation of oil in storage, 
the electrification of big bat- 
tleships, assuring a saving of 
25% in the amount of oil now 
burned on these ships, and 
generally doing away with 
the present wasteful practice 








= A Modern Industry 


As an industry the re- 
covery of oil from shales is 
wholly modern, having first 
been established in Scotland 
in 1851. In that country 
and in New South Wales 
shales have been success- 
fully worked for many 
years. The operations, be- 
sides being profitable, con- 
clusively show that oil 
shales carrying not less 
than 20 gallons of oil and 
19 pounds of sulphate of 
ammonia per ton can 
be successfully developed 
wherever cheap mining con- 
ditions exist. 

The initial step in the re- 
covery of oil from shales is 
essentially a mining opera- 
tion: Shale is much harder 
to mine and heavier to 
handle than coal. In none 
of the countries where the 
industry has been  con- 
ducted with any financial 
success has it been possible 
to carry on operations 
without investing a con- 
siderable amount of capital. 
It has been estimated that 
the desirable minimum. in- 
vestment for the best opera- 








of burning heavy oils under 
boilers through the develop- 
ment of internal combustion 
engines that might better burn 
heavy oil. 


The Real Remedy 


Necessity is truly said to be the mother 
of invention, and in all of the remedies 
advanced there is more or less of merit. 
By far the outstanding solution of our 
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Photo by Dean Studio. : 
A CLOSE-UP VIEW OF OIL SHALE ON THE WHITE 


RIVER IN COLORADO 


New Brunswick, Canada. Albertite yields 
between 90 and 120 gallons of oil and 80 
and 90 pounds of ammonium sulphate per 
ton, 

(2). Tasmanite, a,peculiar deposit of 
fossil wax, resembling amber, found in 


tion of oil shale plants is 
$500,000. A plant of 400 tons 
capacity is as small as can 
be operated with success. 
Though conditions in the Colorado and 
Utah fields are more favorable to the oil 
shale industry than the Scottish fields, 
no worth-while developments of oil shale 
have been made in the United States. 
(Continued on pagé 937) 
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Atlantic Gulf Oil Corp. 





A.G. W.I.’s Great Oil Subsidiary 


Future Earnings of Parent Concern from This Single Source May Exceed $8,000,000 Annually 
—How the Oil Subsidiary Compares with Mexican Petroleum 


HOUGH the Atlantic Gulf Oil Corp. 

is quite new, it is already a substan- 

tial earner and is well in its stride, 
though far short of its ultimate develop- 
ment. It was officially estimated in con- 
nection with the public offering of 
the minority stock that Atlantic Gulf Oil 
would earn at least $10,000,000 net in the 
year ended April 30, 1921. This period in- 
cludes eight months of the present calen- 
dar year, which would indicate $6,667,000 
on a directly proportionate basis for 


(Article 2) 
By W. M. MORTON 


would be about 50% on its stock. 
There are other factors, moreover, 
which should produce higher earnings in 
1921 than in the year ended April 30, 
1921. In the first place, there will be re- 
finery profits from the plant at Tecomate. 
Secondly, a considerable portion of the 
total production will move in the com- 
pany’s tank ships, so that a shipping profit 
will be earned. Then, looking further 
ahead, we will find still more tankers in 


operation as the building program pro- 
gresses, the British and French _ sub- 
sidiaries beginning to bring in a return, 
and perhaps new wells adding still more 
to the production figures. The amount of 
the common stock is small in proportion 
to the capital invested in these new ven- 
tures. The tank steamers alone will cost 
over $200 for each share of common stock. 
There would be nothing at all extra- 
ordinary in the company’s earning $100 
per share on its common. stock. 





that period. As a matter of fact, the 
earlier months can hardly be expected 
to produce their proportionate share 
as it is was not until August that the J} 
shipment of 1,000,000 barrels was ap- 
proached. It appears, therefore, that 
$6,000,000 would be a liberal estimate 
of the amount to be earned by the oil 
corporation this calendar year. 

The steamship lines hold a 55% in- 
terest, so that their proportion of the 
$6,000,000 would be $3,300,000. After 
fixed charges, sinking fund on the 
bonds, etc., this might be reduced to 
$3,000,000. 





TABLE I.—MEX. PET, VS. ATLANTIC GULF OIL. 


Mexican Petroleum, Atlantic Gulf Oil, 

24,000,000 bbls. (est.) 
80,000 bbls. 
172,400 


1918 
Production Barrels 20,258,000 bbls. 
Daily Pipe Line 
Capacity 90,000 bbls. 
Dead Weight Ton- 
nage, Tankers. *180,000 


*Owned by Pan American Petroleum and Transport 

Co, and leased by Mexican Petroleum, 
TABLE II.—MEXICAN PETROLEUM CORPORATION. 
Production, Operating Per 


Cash Returns Not an Early 
Likelihood 


On the other hand, very heavy cash 
returns on the stock are unlikely for 
some time. The plans are so com- 
prehensive that they will probably ab- 
sorb from $50,000,000 to $75,000,000. 
It is quite possible that construction 
and development will acquire such a 
momentum that some new financing 
will be required. It should also be 
kept in mind that the statement of 
the Atlantic Gulf and West Indies 








The Railroad Administration 
settled with the steamship lines 
for the use of the Clyde Line 
and the Mallory Line during the 
war and for two steamships for 
about $4,000,000. For the pur 
pose of estimating the 1920 in- 
come we may assume that half 
of the total represents income 
and the other half funds for 
property replacement. 


Earnings of Parent Concern 
From All Sources 


The following estimate for 
1920 is based upon net revenue 
from steamships equal to fixed 
charges, preferred dividends and 
10% on the common stock, to- 
gether with other income as in- 
dicated above. 


Estimatep Income, 1920 


Net revenue from steamshipgs, 200,000 
Fixed charges ,000,000 


Balance for stock 
Preferred dividends (5%). 


82, 200,000 
687,000 


Balance for common $1,513,000 
Income from U. S. R. A. set 2,000,000 
Income from oil corporation. 3,000,000 


k $6,513,000 

Re Se en oe ae 

By January, 1921, shipments 
should be about 2,000,000 barrels 
a month, which, at the rate of 60 
‘cents a barrel profit, as estimated 
for the first year of operations, 
would produce $14,400,000 net. 
The steamship lines’ proportion 
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AN UNUSUAL OIL PICTURE 


Unusual because it shows the largest oil seepage in Mexico, 


located in the Hacienda of Comales 


will probably show only such por- 
tions of the earnings of subsidi- 
aries as are received in the form 
of interest or dividends. The 
greater part of the subsidiary 
earnings cannot conservatively 
be distributed for some time to 
come, but will have to be re- 
invested in the properties. There 
is every indication, however, 
that Atlantic Gulf and West In- 
dies shares will ultimately be 
worth more than they are now 
selling for, and it is the limita- 
tion of the dividend rate to 10% 
rather than the potential earning 
power which holds the stock 
where it is. 

A few facts may be mentioned 
which are not so entirely favor- 
able. For one thing, the tanker 
construction, and in fact the 
whole oil development, is being 
carried out at a very high price 
level. Some heavy depreciation 
may occur when prices are re- 
adjusted. This is notwithstand- 
ing the fact that tankers are in 
much greater demand than cargo 
ships. Secondly, the wonderful 
boom in petroleum may not last 
forever. The general opinion 
of authorities on the subject 
seems to be that the demand, 
actual and potential, is such that 
not even the exceptional efforts 
made to increase the supply will 
produce a surplus. That there 
is at least a possibility of a 
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surplus, however, is found in the won- 
derful productivity of the Mexican fields, 
and the indicated possibilities in Central 
and South America. Thirdly, much de- 
pends upon stable political conditions in 
the countries where Atlantic Gulf and West 
Indies operates, particularly Mexico. 


” Estimating Future Earnings 


An estimate of future earnings may be 
based upon the following rough and arbi- 
trary method. We will assume that in 
1921 and succeeding years, the Steamship 
Lines, exclusive of the tankers, earn only 
enough to cover depreciation, fixed charges 
and the preferred dividend. Only about 
$10 a deadweight ton, net after deprecia- 
tion, would be required to do this. We 
will further assume that oil production in 
Mexico will bring in $15,000,000 net ex- 
clusive of refinery or water transporta- 
tion profits; that development in Mexico 
is all provided for out of current returns; 
and that not less than $25,000,000 of ac- 
cumulated surplus in the form of bank 
balances, short time securities, tank steam- 
ers, or European projects are averaging 
the very conservative return of 6%. We 
would then have: Earned on common 
stock by steamships (exclusive of tank- 
ers), nothing; earned by Atlantic Gulf Oil 
Corporation (oil only), $15,000,000; earned 
by Atlantic Gulf Corporation refinery, 
$500,000; total oil earnings, $15,500,000; 
A. G. W.’s proportion (55%), $8,525,000; 
deduct 6% on $25,000,000 of new assets, 
$3,000,000; total for A. G. W. L., $11,525,- 
000; rate on common stock, 80%. 

Large though this figure is, I cannot 
see that it is unwarranted. Nothing is 
included for interest received on Atlantic 
Gulf Oil bonds other than taking 55% as 
the latter’s proportion of the entire Oil 
Corporation income. 

Time also can tell what division of earn- 
ings may be made for dividend purposes. 
I should think that 20% on Atlantic Gulf 
and West Indies stock would be liberal 
in view of the capital requirements for a 
few years. 


The Importance of New Investments 


A fundamental fact to be kept constantly 
in mind is the very large ratio which the 
new investments of Atlantic Gulf and 
West Indies bear to the common stock. 
The old property offsets the bonds and the 
preferred stock. The new property is all 
velvet for the little common stock issue 
of less than $15,000,000. Whereas the 
prospects for the new developments are 
for highly satisfactory profits, they need 
only be very moderate profits to assure 
a valuation for the common stock of at 
least $200 per’ share. 

Earnings may easily fluctuate within 
wide limits above or below the foregoing 
estimate. A determining factor will nat- 
urally be the demand for and the price 
of crude oil. The productivity of the 
Mexican wells is such that the expenses 
of operation are very light in proportion 
to the value of the output. Nothing but 
a collapse in oil prices to a most extreme 
and unexpected extent would eliminate 
profits entirely. Profits of greater or less 
extent seem absolutely assured. The ex- 
perience of the Mexican Petroleum Co. 
demonstrates, moreover, that the Mexi- 
can wells frequently have a long life and 
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that the exceptionally heavy flow from At- 
lantic Gulf Oil’s wells does not necessar- 
ily indicate rapid exhaustion. 

The Mexican Petroleum Co. earned $26,- 
320,546 gross in 1918. Operating expenses 
were $8,625,535, or 33%. This illustrates 
concretely the above statement in regard 
to generally low expenses as compared 
with gross. 

It is interesting to compare Mexican 
Petroleum of 1918 with prospective At- 
lantic Gulf Oil of 1921 as done in Table 
I, herewith. 

Though Mexican Petroleum is more 
complete, a property with its storage sta- 
tions, refineries, etc., Atlantic Gulf for all 
its short career will soon be comparable 
with it in its essential outlines. 

Mexican Petroleum’s production and op- 
erating income before Federal taxes but 
after depreciation and depletion for a few 
years back are shown in Table II. 

If Mexican Petroleum could earn a 
minimum of $.33 per barrel, after paying 
rental to the parent company for its tank- 
ers, Atlantic Gulf Oil ought to earn at 
the least $40 per barrel. On production 


of 24,000,000 barrels, this would amount 
to $9,600,000. Atlantic Gulf and West 
Indies’ share would be about $5,280,000 be- 
fore Federal taxes, or $35 per share. 


Tank Steamers 


The fourteen steel tank ships have an 
average speed of from 10% to 12 knots 
and vary from 10,600 ot 14,800 deadweight 
tons. The total tonnage is 172,400, or 
fully as much as that of the existing fleet 
of passenger and cargo ships. The final 
delivery is scheduled for July 1, 1921. 

The magnitude of this fleet is made 
more ‘evident by comparison with the 
great Standard Oil of New Jersey marine 
equipment, which aggregates 45 vessels of 
308,000 gross tons. 

No calculation of Federal taxes is made 
in this analysis and all earnings are sub- 
ject thereto. Of course, radical revision 
may be made in the tax laws under a dif- 
ferent administration, but mental reserva- 
tion must be made that in all probability 
oil profits will be subject to substantial 
taxes. Under the Jones Act, transporta- 
tion profits may be largely or entirely free 
of Federal taxes.—vol. 26, p. 851. 








OIL SHALE A PROVEN COMMERCIAL SUCCESS 
(Continued from page 935) 








Attempts were made many years ago to 
start the industry in the east, but with find- 
ing of oil in Pennsylvania and West Vir- 
ginia the shale industry died aborning. 

Colorado and Utah are estimated to 
contain 5,500 square miles of oil shale. 
One ten-foot seam of shale, yielding 
one barrel to the ton, will give 15,488,- 
000 barrels of oil. Production of petro- 
leum from wells in this country has 
been obtained from approximately 4,109 
square miles, with an estimated yield of 
2,280,000 barrels of oil per square mile. 
It can therefore be seen that a square 
mile of shale will yield séven times as 
much oil as a square mile output from 
wells. The 5,500 square miles of oil 
shale in Colorado and Utah will pro- 
duce 255,000,000,000 barrels. 


How the Shale Is Mined 


The shale beds are mined exactly like 
coal deposits. The rock is taken from 
the mine, put through a crusher where 
it is broken into coarse blocks about the 
size of an ordinary brick. ‘It is then fed 
by large hoppers into a system of retorts 
and distilled. A single retort of the Bry- 
son type used largely in Scotland extracts 
the total oil and ammonium contents from 
14 tons of shale every 24 hours. The 
gases given off are forced through a sys- 
tem of pipes, where they cool and form 
a liquid crude oil approximating the prod- 
uct now being recovered from the wells, 
with the difference that the shale oil con- 
tains unsaturated hydro-carbons which 
must be refined. The Scotch shales yield 
an average of less than 30 gallons of oil 
a ton, while the American shales yield 
between 40 and 50 gallons. ‘Oil shales are 
prolific gas producers, some of the Cana- 
dian varieties yielding from 10,000 to 13.- 
000 cubic feet of gas of 36 candle power 
per ton of shale. American shales yield 


less ammonium sulphate and more gas 
than do Scotch shales. 

Though, as shown, the Scotch retorts 
are used successfully in Scotland, they 
proved dismal failures when tried in this 
country a few years ago, when an effort 
was made to develop the oil shale deposits 
near DeBeque, Colorado. The venture 
was abandoned after many attempts. The 
inventor of a new American process for 
the recovery of oil from shale makes the 
claim that the cost of mining and distilling 
a ton of shale would be about $2.37, 
comparing with a cost in Scotland of $2 
in 1916. The revenue derived from one 
ton of shale after it was broken up and 
retorted into its various products is es- 
timated by the inventor at between $8 
and $9. 

Scotch refineries produced the follow- 
ing amounts of shale products, in gallons, 
in 1915: 


DT CED sédesocesnconceocese 20,000,000 
tind deena onbeseseeeee 5,000,000 
Lubricating Oils ............. 22,000,000 
Paraffin Wax (tons)........ as 25,000 
Sulphate of Ammonia (tons)... 34,000 


Under the stimulus of speedily finding 
some legitimate successor to petroleum, 
investigation and research in this country 
go on apace. The shale is here, and the 
time is ripe for its development. 

At the present prices of crude oil it is 
possible for oil derived from shale to 
compete profitably with oil recqvered from 
wells. With adequate supplies of petrol- 
eum there would be no incentive to de- 
velop our oil shale deposits ; with supplies 
dwindling and demands growing, there is 
every incentive in the world for capital to 
embark in the venture. 

The oil shale deposits in the United 
States are extensive and rich. It is 
only a question of a short time before 
they will justify the reliance that has 
been placed in them as an augmented 
supply to our annual output of petro- 
leur. 
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Readers’ 


CALCULATING BOND YIELDS 

THE MAGAZINE OF WALL STREET has re- 
ceived numerous letters from readers who 
are having trouble in calculating the net 
yield to maturity that they will receive 
from their bonds, or the price at which a 
bond must be bought to return a certain 
desired net yield to maturity. For exam- 
ple, a teader writes: 

“What is the matter with your book 
‘Bond Yields at a Glance’? I just bought 
a Wilson & Co. 6% note, due 1928, at 82. 
This figures out as follows: Yearly in- 
come $6, equals on costs 7.30% ; theoretical 
yearly appreciation, $2.25, equals on cost, 
2.74%; yield to maturity, 10.04%. And 
this does not take into consideration that I 
am supposed to reinvest the interest semi- 
annually at 6%. ‘Bond Yields at a Glance’ 
gives only a 9.4% yield to maturity.” 

This reader has taken the $18 on each 
$100 bond which he will receive at matur- 
ity, and divided it by the 8 years the bond 
has to run, in order to arrive at his “theo- 
retical yearly appreciation.” But $18 due 
8 years from now is not worth $8 today. 
He has neglected to allow for the present 
worth of the $8. 

Others adopt various rough-and-ready 
methods of arriving at yields, and some 
complain that they are unsuccessful in 
using the formula given in the footnote on 
page 65 of the “A B C of Bond Buying.” 
This formula was given as a matter of 
theoretical interest only, as the practical 
way for the investor is to use the bond 
tables, or if exact accuracy to the cent is 
not necessary, “Bond Yields at a Glance,” 
which is quicker and more convenient and 
shows to better advantage the relations of 
yields for different periods and at different 
prices. However, with the aid of a table 
of logarithms it is not difficult to use the 
formula. 

Suppose the current rate of interest ob- 
tainable on funds invested in securities of 
same class as the particular bond which 
the investor has under consideration, is 
6%. Then the investor should get a net 
yield of 6% on the money he invests in the 
bond. . 

Suppose the bond pays 2% semi-annu- 
ally, runs 20 years from the present date, 
and is selling at 77. On each $77 invested 
the buyer will get: $2 every six months, 
or about 5.2% annually on $77; $23 more 
than he invested, but only at the end of 
20 years. This $23, when spread over the 
entire period according to present worth 
at the datés when interest payments are 
to be made, brings the yield on the $77 up 
to 6%. Present worth in each instance is 
calculated at 6%, the current interest rate 
on capital invested in securities of this 
class. 

This is, of course, a complicated mathe- 
matical problem. Taking $1 invested in a 
bond paying 4% semi-annually, maturing 
in 2 years, and yielding 24%, the price is 
worked out as follows: 

Amount of semi-annual coupon (.02) 
times the amount of $1 for six months at 
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specified yield raised to a power equal to 
the number of interest intervals (1.0125 
raised to 4th power) plus six months’ 
yield (.0125) minus semi-annual coupon 
(02). Then the result of the above is 
divided by: six months’ yield (.0125) times 
amount of $1 six months at specified yield 
raised to 4th power (1.0125, 4th power). 


.02 (1.0125 4th power) + .0125 — .02 
Price = — 





.0125 (1.0125 4th power) 
.013518 
This equals , or 1.029 
013136 
The price of the bond per $100, as usually 
quoted, will therefore be 102.9. 

The conclusion from the above is simply 
that the investor should own and consult 
bond tables or bond yield graphs, as their 
cost is a good deal less than the value of 
his time spent in making such computa- 
tions, even if he is qualified to work them 
out correctly. 

Those who are interested in the theory 
of bond tables will find a very good dis- 
cussion of it in Chamberlain’s “The Prin- 
ciples of Bond Investment” 

G. C. SELDEN. 


CO-OPERATIVE KNITTING MILLS 
Editor, THE MAGAZINE OF WALL STREET: 

Sir: I have been a subscriber to THE 
MAGAZINE OF WALL STREET for many 
years and have been able through its guid- 
ance to accumulate a few thousand dollars. 
I have been approached to join in a busi- 
ness venture in the same line I am at pres- 
ent engaged. But I do not know. how to 
successfully analyze the future possibilities 
in this line of business or what constitutes 
a successful -organization. I would be 
pleased to have you give me some advice. 

The plan is as follows: The company 
is to be a co-operative partnership, that is, 
every man employed must have an equal 
amount of stock, including the president 
and all skilled labor. 

The charter of the company provides 
for the manufacture of knit goods of all 
descriptions, but it is intended to manu- 
facture only women’s full-fashioned silk 
hosiery. 

The stock amounts to $100,000 7% cumu- 
lative preferred stock and $100,000 common 
stock par $100 each. 

Every man working in the company, 
with the exception of unskilled labor, must 
subscribe to 30 shares of common stock. 
The preferred stock will not be sold until 
the business is in going condition and 
credit established. This calls for about 30 
skilled knitters. 

It seems there are plenty of orders for 
the goods. Since the company obtained 
its charter, jobbers have been trying to 
place orders far in excess of present pro- 
duction capacity. 

The president is a business man in gen- 
eral, the president of a building and loan 
association. All the other members are 
knitters. At the present time it is not 
easy to get good knitters, as new machines 
are put in operation faster than men can 
be taught. Having all good knitters as 
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stockholders, I should think, would be 
very favorable to the company. 

One thing which causes me uneasiness 
is the present rate at which new machines 
are put in operation. Machines are being 
set up now at the rate of forty machines 
every month. I imagine this should soon 
reach the saturation point for the demand 
for full-fashioned hosiery. 

I would be very willing to take a chance 
in this business if I thought it had a fair 
chance of success. A. S. 


We are of the opinion that if you stay 
out of this proposition you will save your 
capital and avoid other financial loss. 
The plan is all right in theory, but we 
question whether it will work out in prac- 
tice. Co-operative affairs are successful 
where they are entered into for the pur- 
chase of supplies, but we doubt if a purely 
co-operative company in mill production 
would be profitable. 

With thirty expert knitters each owning 
an equal share in the mill there would be 
thirty individual bosses. Can yow picture 
the result? Wouldn’t there be constant 
disagreements after the first novelty of the 
plan wore off? For instance, you could not 
be sure that each knitter would turn out 
the same amount of work; if only one 
failed to do his share there would come 
contention at once. 

You also propose to put in as president 
a man not experienced in the line. The 
fallacy there is apparent. 

The inroads of machines on your craft 
is one of the best reasons for your staying 
out of the proposition. There will prob- 
ably always be room for hand-knit goods 
and the best men in your craft are making 
fairly high wages. But let someone else 
do the financial worrying and you stick to 
your trade and accumulate your savings. 

Instead of putting your money into this, 
invest it in some good bonds that will earn 
money for you while you are at work. Or 
buy some preferred stock, such as Virginia 
Carolina Chemical, General Motors 6% 
Debentures, International Motor Truck 
8% Preferred, American Steel Foundry, 
Bethlehem Steel 8%, Columbia Grapho- 
phone, American Smelting and Refining 
Bonds, Peoria & Eastern 4s, Frisco Ad- 
justment 6s, Rio Grande & Western Col- 
lateral 4s. 

We are pleased to learn that the Maca- 
ZINE was of assistance to you in accumu- 
lating your surplus funds. 


WHEN IS A SPECULATOR? 
Editor, Tat MAGAZINE oF WALL STREET: 

Sir: Having been a reader of your 
magazine for over five years. I have 
gained good advice. I would be obliged 
if you would explain the difference be- 
tween gambling and speculation. 

I own outright stocks in companies that 
have established businesses. I pay cash 
when buying, therefore have certificates in 
my own name. I am called a gambler 

(Continued on page 972) 
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Efficiency Steadily Increasing 


EFUSAL of the Treasury to make 
partial payments on the nearly $400,- 
000,000 due the railroads under the 

rental guaranty provision of the Trans- 
portation Act until complete final cer- 
tifications of accounts are made by the 
Interstate Commerce Commission may 
hold up.the process of railroad rehabilita- 
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tion for many months. Final certification 
of accounts will be a long and tedious 
procedure, and in the meantime the rail- 
roads will have to wait for their money. 
Steps have been recently taken by the 
companies to the end that the Treasury 
may change its ruling. ]f it is not changed 
many of our roads will be seriously em- 
barrassed. 

The inability of the roads to get the 
money due them from the Government, 
combined with the high cost of financing, 
is forcing plans for consolidation to the 
front. Under the Transportation Act, 
consolidation is provided for. This is apt 
to become one of the most vital problems 
for the railroads to solve, as it is prac- 
tically the only avenue left open for speedy 
and complete rehabilitation. We shall be 
hearing more about consolidation in the 
near future. 

There is one feature of the railroad 
situation generally agreed upon and that 
is that railroad efficiency is rapidly in- 
creasing. A few figures relative to freight 
car congestion bring this out clearly. In 
January and February, the severe weather 
and other conditions brought accumulated 
cars up to 100,000. In April, due to the 
strike, accumulated cars rose to the un- 
precedented figure of 288,000. This amount 
has since been steadily reduced so that 
today there is an accumulation amount- 
ing to only 48,000 cars. 

Car loading statistics for September 
would seem to show that the advance in 
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Trade Tendencies 


Prospects of Leading Industries as Seen by Our Trade Observer 


freight rates has had practically no effect 
on the volume of traffic carried. The new 
rates went into effect August 26 and in 
the week ending August 28 car loads 
shipped amounted to 986,064 of commer- 
cial freight. Notwithstanding the increase 
in freight rates, total car loads shipped 
in the week ending September 25 
amounted to 994,687, thus indicating that, 
in the period indicated, increased freight 
rates in themselves exerted no effect on 
the volume of traffic. Reports are not 
yet available for October traffic but it 
seems logical to infer from September 
results that if there is any decline in traffic 
during October it will not be due to in- 
creased rates but rather to the falling-off 
in business activity. 

The decided attitude of railroad execu- 
tives with regard to enforcing greater 
economy holds forth considerable promise. 
This is particularly true of effective steps 





THE average investor has neither the 

the opportunity to follow 
developments in the varijous industries, 
although such developments at times 
are of vital importance in the considera- 
tion of the long range prospects for 
securities. This department will sum- 
marize and comment upon the tenden- 
cies im the more important trades as 
expressed in the authoritative trade 
publication and by recognized readers 
in the various industries. As the gen- 
eral tendency in a given trade is but one 
of the many factors affecting the price 
of securities i that industry, 
the reader should not regard 
tendencies alone as the basis for invest- 
ment commitments, but merely as one 
of many factors to be considered before 
arriving at a conclusion. 











toward greater economy now, being taken 
by means of reducing the number of em- 
ployes. There is no question that in the 
period of Government control, the. rail- 
roads found themselves heavily over- 
stocked with labor. The drastic cuts now 
being made are only a natural result of 
former conditions. 

In the railroads entering Chicago alone, 
30,000 men were laid off in the week end- 
ing October 11. The Pennsylvania sys- 
tem has laid off about 8,000 since the end- 
ing of the period of Government control. 
Other roads are following this rigid policy 
of economy. 

Added to this is the fact that labor it- 
self is becoming more efficient. The 
skilled workers are now back, and they 
are doing vastly more efficient work than 
the unskilled laborers who supplanted 
them in part during the world war. 

Not enough emphasis is being laid on 
the importance in railroad reconstruction 
of the changed public attitude toward the 
roads. It is not an exaggeration to say 
that, for the first time in years, public 
sentiment is arrayed on the side of the 
carriers. This is an intangible asset, of 
course, but it is something that the rail- 
roads are glad to have. 
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Prices Are Cut 


HE outstanding feature of the steel 
market is that prices show a down- 
ward tendency. This deflationary process, 
while irregular, and truer of certain prod- 
ucts than of others, is, on the whole, pro- 
nounced™~enough to admit the conclusion 
that the barrier of high prices erected for 
some time is definitely pierced. 
Numerous instances could be given of 
the change in steel prices. A few of the 
more important changes are enumerated 
in the attached table. Naturally price re- 
ductions have been confined to interests 
outside of the U. S. Steel Corporation, 
which has maintained a lower level for its 
products than the independents, for a con- 
siderable period. Even at the present, al- 
though there have been comparatively ex- 
tensive price-cuttings on the part of some 
of the independents, the spread between 
these and the prices of the leading inter- 
est is still quite large. At present, the 
spread of prices aggregates $7 a ton on 
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pipe, $12 on plates, $13 on bars and 
shapes, $20 on nails and $40 to $50 on 
sheets. The spread, however, is rapidly 
being’ diminished. 

The independents are naturally reluctant 
to mark down their base quotations but 
they feel compelled to do so on account 
of the uncertainty in the trade. Buyers 
are showing a disposition to hold off, sens- 
ing a downward trend of prices. The 
high cost of production and the desire to 
protect their old contracts makes the path 
of deflation a difficult one for the inde- 
pendents, but rather than risk accumulated 
stocks on top of a declining demand, they 

(Continued on page 942) 
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Science Routs Romance and Chance in Wall Street 
Thorough Examination by Specialists and Experts of Every Investment Offered in the Street 
Makes the Purchase of Securities as Safe as a Deal in Any Standard Commodity 


By FRANCIS DARRACH WALTON 
Reprinted from the Boston Sunday Herald, September 26, 1920 


ALL STREET to the public at 

large is a realm of romance. That 

it smacks of the atmosphere of 
Monte Carlo rather than of Arcadia in 
no sense tarnishes the halo with which 
most people have invested it. Represent- 
ing, as it does, the great heart of the ar- 
terial system of finance, upon the health- 
ful circulation of which depends the eco- 
nomic life of the world, it may have a 
just claim to this sentimental investiture. 
That its primitive virtues have become so 
obscured in a haze of frenzied manipula- 
tion that its activities at times rival those 
made famous in the domain of the Prince 
of Monaco has added to, rather than de- 
tracted from its reputation as a region of 
romantic adventure where bulls and bears 
lurk in the offing primed to annihilate the 
daring wayfarer bent on amassing a 
golden hoard from its treasure 


But ‘science, ever the enemy 


vaults. 


profession of medicine. And in this 
method, just as the findings of a group 
of specialists in a diagnostic clinic have 
absolutely supplanted the unscientific de- 
ductions of -the old-fashioned general 
practitioners in regard to the physical 
condition of a patient, so the conclusions 
arrived at by his staff of analytical ex- 
perts, after an investment survey, marks 
as inadequate .the haphazard advice of 
an ordinary broker, who rarely, if ever, 
has specialized knowledge of the life his- 
tory of any stock or bond. 

Mr. Wyckoff further considers the 
selection of investment mediums as an 
engineering problem, on the ground that 
the logical way to build is from the bot- 
tom up, and that in the erection of a 
financial edifice, as in any other, the 
employment of engineers to lay the foun- 
dation is the only safe way to proceed. 


further than to ask casually of -practically 
the passing stranger “What do you think 
is a good investment?” and of acting on 
the advice of the man who answers “I 
think X. Y. Z. (or some, other security) 
is a good purchase”—and who has nothing 
upon which to base this opinion but his 
own impression, or the word of another 
person passed along, or a cursory and 
rapid inspection of a few statistical files. 
And then the average investor wonders 
why he consistently loses money in Wall 
street. It would be surprising if any- 
thing else happened. 

In the past much unmerited criticism, 
however, has been directed toward this 
obviously careless buyer of stocks and 
bonds. He has been blamed for thus 
making investments without taking the 
usual precaution in that matter, of the 
same careful investigation he would have 
given to any other business 
venture; when as a matter of 





of romance, has entered Wall 
Street with the avowed purpose 
of making it safe for pedestrians, 
and the advent of the analytical 
expert marks the downfall of 
the kings of chance. 

With the passing of the old 
regime, much that is picturesque 
will doubtless be sacrificed on 
the altar of safety, but there can 
be little to regret in the fading 
glory attached to the figure of 
a wizard of Wall street when 
measured against the efficiency 
of the executive head of a staff 
of analytical experts pledged to 
safeguard investors against pit- 
falls born of their lack of ex- 
perience in the world of finance. 


Organized for Protection 

Organizing to combat a com- 
mon danger is a _ protective 
measure as old as time, and 
when a group of men widely 
separated geographically, but 
united in their general need of 
expert advice in the matter of 
intelligent investment for profit, 
expressed their willingness to 
support a staff of specialists that 
would qualify for this service, 
the entering reactionary wedge 
tending to otherthrow the old 





fact his failure to do so has 
been in many casés entirely 
due to the circumstances that 
Wall Street afforded him no 
adequate facilities for obtain- 
ing the information necessary 
to properly safeguard him. 

In his analytical study of 
Wall Street, extending over a 
period of 32 years, Richard D. 
Wyckoff recognized this situ- 
ation and, in consequence, has 
finally set in operation the 
proper machinery for its re- 
lief and correction. 

He looks upon a stock or 
bond in the light of an indi- 
vidual, and only when every 
phase of its existence—past, 
present and future—has been 
critically examined by special- 
ists, when the individual find- 
ings have been considered col- 
laborately and the result 
passed upon by an executive 
board, does he believe that the 
investor may come into pos- 
session of scientific informa- 
tion as to his contemplated in- 
vestment. 


Examination Is Thorough 





All industries represented by 





order of things in Wall street 
was inserted. For the first time 
in the history of the Street, the 
right of an investor to demand 
accurate information, based on analytical 
investigation of a contemplated invest- 
ment, was considered, and an effort to 
place the business in Wall street on a sci- 
entific basis was inaugurated. 

To Richard D. Wyckoff, a veteran fig- 
ure in Wall street and author of several 
books on finance, belongs the credit of 
solving the problem of safeguarding the 
investor by applying the idea embodied 
in the practice of collaborative diagnosis 
which is the last word in progress in the 
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RICHARD D. WYCKOFF 


Why the Average Man Loses 
As soon as a person buys a share of 


stock, he becomes part owner in the 
industry that it represents. If he were 
planning to invest in any business in 
which he was to share the profits and 
losses he would never dream of putting 
his money into the concern «until he had 
the opinion of an expert as to its condi- 
tion, based upon all available facts con- 
cerning it. But with the decision to buy 
stocks on the market he usually goes no 


securities listed on N. Y. Stock 

Exchange are exhaustively ex- 

haustively examined. The first 
step is the employment of men who are 
trained specialists in the scientific han- 
dling of such problems to investigate 
both industries and properties. Bank- 
ers and brokers are not equipped with 
this specialized knowledge so necessary 
to proper investment selection, so Mr. 
Wyckoff brings into Wall Street those 
who are qualified because of their 
training to assemble data on an indus- 
try as a whole—its past record espe- 
cially; then its present condition—and, 
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what is most important, its indication 
of the future. 

Delving into the past record of an in- 
dustry necessitates thorough research 
work in libraries, and the tracing to its 
source of every bit of data related to it. 
Supplementing the report thus obtained 
are the facts assembled through personal 
investigation by men who are authorities 
on the subject of a particular industry, 
and who bring to their task specialized 
knowledge, through long years of inti- 
macy with its practical working side. An 
examination is then made of the situation 
and outlook of the industry through ac- 
tual observation at the source of the out- 
put, and an estimate made of its status 
from the evidence thus furnished, and 
from the opinions of bankers and others 
in the community in which the principal 
seat of the industry is located. 

A statistical tabulation, which is a mass 
of numerical notations representing all 
classified information pertaining to its 
tondition, is then added as part of the his- 
tory of the industry. 

The final examination of a listed se- 
curity is the technical one, and this takes 
place in a laboratory-like room at the top 
of a lofty office building in Wall Street. 
The ticker, like its prototype, the cardio- 
graph instrument in a diagnostic clinic 
dominates all other details of the office 
equipment, ahd as it registers its mes- 
sage of weal or woe, the tape reader notes 
the fluctuations of a stock, as a physician 
does the heartbeats of a patient. 

Charts for Comparative Study 

In a small room adjoining, these rec- 
ords of the daily activity of each security 
listed are transscribed on cards indexed 
in the names of each security listed on 
the New York Stock Exchange. The ac- 
tions of these individual stocks are then 
grouped under a generic head and trans- 
ferred to graphs, which, when hung on 
the walls of the outer office, convey at a 
glance to the trained eye just how motor 
or steel or oil securities have been act- 
ing. It is thus that indications for their 
future are scientifically determined. To 
the uninitiated these charts look like the 
seismographic records of a terrific earth- 
quake, and the tale told by one group of 
securities that had been especially erratic 
would rival the tracings made by the San 
Francisco trembler of 1906, upon which 
one looks with awe in the archives of 
the observatory at Mt. Hamilton. On one 
chart the long sickening downward trend 
of a security carries it from a peak to the 
depths of a cafion, where it achieves a 
slow recovery and -ascends unsteadily to 
a horizontal course that is broken by con- 
tinuous indentations. Next to it will be 
the pictured story of one that recovers 
quickly and registers no great distance 
between its highest and lowest points, and 
on still another the stock shows a breath- 
less ascent and then a continuation at an 
even tenor on a high level. A compara- 
tive study of these charts, or graphs, cov- 
ering a given time, furnishes reliable data 
as to which group of securities is in the 
weakest or strongest position. 

One can understand why Richard D. 
Wyckoff studies securities as he would 
individuals, and that upon their actions 
he bases his decision as to what may be 
expected of them in the future. If one 
were watching several men walking along 
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the street, it would not be the man who 
pursued a tottering course down the 
thoroughfare, nor the one who fell full 
length on the sidewalk and disappeared 
into cellars at regular intervals, that a 
person would choose as a reliable entry 
for a Marathon, but upon the individual 
who walked upright and steadily with a 
swing of assurance would fall the choice 
of the intelligent observer, because of the 
confidence he inspired that his future ac- 
complishments would be creditable. Even 
with the chance that he might stub his toe 
occasionally, or be hit by a falling brick, 
little doubt would be felt as to his ulti- 
mate success. His general bearing would 
be so consistently good during the entire 
time he was in sight, that an instant re- 
covery could be counted upon in the face 
of changing conditions. 
How to Make Capital Grow 

Experience has proved that speculation, 
as it ordinarily carried on, is successful 
at times and unsuccessful at others, but 
that investments for profit based on prop- 
er investigation and guided by experience 
and conservative judgment is the real way 
to make capital grow and at the same time 
return a substantial income. 

The fields from which analytical ex- 
perts, specialists and engineers gather 
their data take in the area of money, 
roads, oil production and refining, auto- 
mobiles, mining and metals, public utili- 
ties, technical conditions, money condi- 
tions, etc., and their findings save the in- 
vestor from such pitfalls as lack of ex- 
perience, unscientific selection, operating 
on insufficient capital, failure to properly 
distribute the risk, inadequate data on 
which to base an opinion; acting on a 
snap judgment of a broker or his sub- 
ordinates; attempting to operate in a 
business which is highly specialized ; mak- 
ing investments when bargains should be 
watched for;‘ tying up funds in enter- 
prises whose merit is not equal to the risk 
involved; waiting years for results which 
should be secured within reasonable time, 
and choosing as investments sccurities 
that are highly speculative. 

If when it came to the selection of an 
investment—for instance, a sugar stock— 
one could be confident that the sugar in- 


dustry had been subjected to a rigid re- ° 


search—that its past and present history 
had been investigated by experts; that the 
sugar properties had been looked into 
and their status tstablished on the testi- 
mony of local bankers; that all the statis- 
tical data on the subject had been as- 
sembled, and that finally the stock had 
been subjected to a technical laboratory 
inspection, and that this collaborative re- 
port had been passed upon by an analyti- 
cal staff of experts, the purchase of that 
stock would be put upon the same safe 
basis, as far as the investor is concerned, 
as though he were planning to buy a city 
lot or a share in a retail candy business. 


Interested in Panics and Booms 

The selection of investments from a 
study. of fundamental statistics falls short 
of this more comprehensive method be- 
cause the true fundamentalist is interested 
principally in panics and booms. 

He wants to buy and sell every few 
years, and while this is all right in theory, 
the results are not at all satisfactory. The 
person who waits for booms and panics 


loses a great many of the profitable move- 
ments up and down which occur between 
the extremes. This is the argument 
against the method of those who attempt 
to judge tops and bottoms either by alge- 
braic calculations or by reasoning out the 
future from current (or known) condi- 
tions and compares most unfavorably 
with the one that represents deductions 
from collaborative analysis. 


Factors That Count 

When to buy and sell must be based 
on a study of the industries which make 
up the American industrial fabric, as well 
as upon the more important factor known 
as the technical positions of the security 
market as a whole; the various groups of 
securities and the individual stocks and 
bonds under consideration. These two 
great factors of industrial and technical 
conditions must be properly co-ordinated 
in any method that will successfully solve 
for the American investor the problem of 
what and when to buy and sell. 

The psychology that leads people astray 
when they undertake to act on their own 
judgment without science or training to 
guide them, is exactly the same in what- 
ever field they essay their operations. . 

The golf champion of the world would 
come to grief if he attempted to navigate 
the Shamrock in an international yacht 
race; in fact, there is no reason to believe 
that he could be trusted to manage the 
affairs of a sedentary houseboat with any 
degree of success; “Babe” Ruth, whose 
“music of the spheres” as he sends a base- 
ball singing over the diamond, drives 10,- 
000 “fans” into a hysterical frenzy of joy, 
would leave a Metropolitan opera audi- 
ence “cold” if he tried to substitute for 
Caruso and a surgeon with international 
fame as a knife wielder would add little 
to his reputation for successful achieve- 
ment if he esayed to do the carving for 
a metropolitan hotel banquet. And yet 
any and all men who have achieved suc- 
cess in their own special lines of work 
to the extent of having made it yield 
money for further investment, venture in 
the belief that they will gain the same 
financial victory there that comes logically 
to the man who has been trained to the 
business of investment selection. 


Applying Scientific Remedy 

The tendency of an investor operating 
on his own ‘judgment is to spread his 
commitments irregularly over a_ large 
number of issues, the amount of some 
being five or ten times larger than others. 
It is just as unscientific to do this as it 
would be for a merchant to greatly over- 
load on a few lines of goods and under- 
supply some others.. The security market 
being more subject to change than any 
other, because it is influenced by world 
conditions, it is likely that these abnor- 
mally large commitments may be the ones 
which will show the greatest shrinkage in 
an adverse period. This tendency is one 
of the great causes of loss in the invest- 
ment field, and the scientific remedy that 
has been discovered for this ailment is to 
make a provision for the proper distribu- 
tion of risk, which limits the amount to be 
invested in any one security and which 
keeps a certain amount available for pur- 
chasing at times that are judged to be 
opportune. 

(Continued on page 963) 














“When 
Issued” 


Investors who have sub- 
scribed to new bond issues 
during the past few weeks 
have made _ substantial 
profits. 


The following are a few 
of the recent issues which 
are now selling at a pre- 
mium: 


Denmark §8’s 

Swiss Govt. 8's 

French Govt. 8's 

City of Zurich 8's 

Norway 8's 

Grand Trunk Rwy. 7’s 

Bell Telephone of Penn. 
7's 

Armour & Co. 7's 


We invite subscriptions 
at original offering prices 
to all new investment 
issues. 


Orders may be tele- 
phoned or telegraphed at 
our expense. 








Robert €. Mayer & Ce. 


Investment Bankers 
Equitable Bldg. 
Hew York 


Tel. Rector 6770 




















TRADE TENDENCIES 
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will prefer to dispose of their tonnages. 
This process, as stated above, does not 
apply to the U. S. Steel Corporation, 
whose prices are still far below those of 
the independents. 

Pig iron is definitely headed for lower 
prices now that the price of coke is com- 
ing down. It is generally believed in the 
trade that pig iron will be marked down 
$5 or more a ton and that a price level 
of about $40 is not a remote possibility. 

The present uncertainty has already re- 
sulted in some curtailment of operations. 
especially with regard to the smaller pro- 
ducers. Aside from the fact that a few 
blast furnaces are reported shut down, it 
is interesting to observe that some of the 
larger producers are commencing to econ- 
omize and are laying off help. This 
movement is particularly keen in the Chi- 
cago district, and it is believed that it will 
spread to other centers. 








STEEL PRICES 

Oct. 15 Sept. 15 Aug. 15 
Billets, Bessemer. .$55.00 $60.00 $60.00 
Billets, open-hearth 55.00 60.00 60.00 
Billets, forging.... 70.00 80.00 85.00 
Sheet bars 60.00 70.00 
Sheets, blue ann’led 5.00 0 
Sheets, galvanized. 8.00 
Sheets, 
Tinplate 
Shapes 




















The steel interests are closely watching 
the attempts of Belgian manufacturers to 
secure a foothold in this country. It -is 
not thought that the Belgians can under- 
sell American products here, with a few 
exceptions. But with regard to our for- 
eign trade, there is bound to be some seri- 
ous competition from Belgian and other 
sources. This is particularly true at the 
present time when the condition of the 
foreign exchange market operates against 
our exports. The probabilities are that, 
from now on, American steel interests will 
commence to feel foreign competition more 
and more keenly. 

Speaking generally, it begins to appear 
that the steel industry is in a less favor- 
able position so far as present indications 
suggest. Competitive conditions are in 
sight. 





Silver 








Prices Cut Almost in Half 
CCORDING to an estimate submitted 
to the International Financial Con- 
ference at Brussels, world production of 
silver in 1920 will fall short of the pre- 
war rate of production by at least 29,000,- 
000 ounces. The 1920 output will prob- 
ably be about 195,000,000 ounces, which 
compares with about 224,000,000 ounces 
for 1913. 
It is interesting to note that, contrary 
to the general impression that Mexican 


silver production had been seriously af- 
fected hy the political disturbances going 
on in that country, Mexico was actually 
the only nation to produce her full quota 
of silver as measured by pre-war stand- 
ards. The attached table indicates the 
world production of silver as submitted 
to the International Financial Conference 
at Brussels. 

The very large decrease in Canadian 
production is explained by the fact that 
the Cobalt fields in that country are head- 
ing toward progressive exhaustion. In 
the United States, production fell off on 
account of the large surplus supplies of 
copper and the consequent curtailment of 
production of the red metal. Inasmuch as 
silver to a large extent is produced from 
copper, the partial curtailment .of copper 
production naturally reduced production 
of silver. 

While various reasons are given for the 
decline in silver production, it is obvious 
the most important of these is the falling 
off in demand. China, one of the biggest 
consumers of the white metal, shows 
considerabl¢ falling off in demand. The 
same is true of other oriental nations 
where considerable business depression 
exists. Added to this is the fact that 
uncertainty prevails regarding the pur- 
chase of silver in the United States at $1 
an ounce under the Pittman Act on ac- 
count of the latter possibly being repealed, 

The silver market, at present writing, 
is in a very weak condition, principally on 
account of speculative activity in China 
and London. The local market is very 
sluggish with business at a minimum. 
New low prices are recorded almost daily. 
In the period October 5-October 19, prices 
showed a steady decline from 89% to 








SILVER PRODUCTIONS 
In Fine Ounces 

1913 1919 Decrease 

Mexico.. 70,704,000 75,000,000 *4,296,000 

U. S.... 66,801,000 55,285,000 11,516,000 

Canada.. 31,525,000 15,675,000 15,850,000 
Other coun- 

tries.. 54,878,000 49,040,000 5,838,000 
*Increase. 




















76%4c. The decline in silver prices can 
better be appreciated by comparing pres- 
ent prices with those of about a year ago 
when silver sold at $1.37% an ounce. 

The fact that the metal has already had 
a very extensive decline, coupled with the 
very considerable drop in production, leads 
us to believe that prices have gone about 
as far as they can reasonably be expected 
to go, for the immediate future. It is 
well to remember that previous reduced 
production resulted in high prices, and the 
fact that there is going to be a subnormal 
output this year contains interesting and 
significant possibilities. 

It is difficult to get a good idea as to 
the probable future world demand for sil- 
ver on account of many conflicting factors. 
Thus Germany has demonetized silver 
while, at the same time, many other coun- 
tries are substituting in place of silver 
either paper or some form of nickel. On 
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the other hand, {ndia and China remain 
backward nations and on account of their 
poor banking development and lack of 
interior communications are very likely to 
continue their normal demand for silver 
for many years to come. 





Cotton 











Weakness Continues 

[HE cotton market is caught in a series 
of circumstances of such devitalizing 
character and so fundamental in their im- 
plication that it is difficult to see any pos- 
sibility of real improvement until condi- 
tions change. The inexorable law of sup- 
ply and demand works quite smartly here. 
The plain fact of the situation is that 
reaching all the way back to the ultimate 
consumer, there is only an impoverished 
demand for the commodity. Nor do gen- 
eral business conditions suggest an im- 

provement for some time to come. 
Farmers complain that they will be 
ruined by the present low price of cotton 
and that such price is far below the cost 
of production. They have sent emissaries 
to the Government and have appealed to 
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Three Month Period of Liquidation 


the Federal Reserve Board. They have 
appealed for funds in order to hold their 
cotton until they can dispose of it at what 
they consider a satisfactory price. The 
Government, however, frowns upon such 
efforts and will have nothing to do with 
the holding back of the primary necesSities 
of life such as food, clothing and shelter. 
What can the farmers do in the meantime? 
They are already over-extended. The 
banks are choked up with loans on cot- 
ton. No further loans are likely to be 
forthcoming. 

Naturally the farmers sell and keep sell- 
ing. There is nothing else left for them 
to do. And because the demand is slow, 
they must keep selling at lower and lower 
prices. This is unfortunate for the farm- 
ers. But the situation points directly to- 
ward continued deflation in this market 
until general business conditions improve. 
Glancing broadly at the situation, it will 
be seen that the present acute weakness 
of cotton is only a highly logical develop- 
ment in the light of world economics. 
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A Dividend Check Every Month—Yield 8% 


For the investor who seeks to combine liberal 
income return with stability of market, Pre- 
ferred Stocks of sound and well-managed in- 
dustrial corporations are unusually attractive 
purchases at present yields. 


We have selected the 8% Preferred Stocks of 
three old established New England industrial 
corporations, which in combination, pay a 
dividend on the first day of every month and 


yield a net 
8% 


May we send you descriptive Folder M.W.-373 


Hlollister,.White & Go. 
50 Congress Street, 
BOSTON 
92 Cedar St., Cor. Trinity Pl. North American Bldg. 
NEW YORK PHILADELPHIA 
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Booklet of Securities 


The productive use of funds is without doubt the 
most important of all business undertakings. 


Sound knowledge and definite information is the 
foundation of careful investment. 


The Booklet of Securities, comprising over 
256 pages, contains definite and up-to-date 
information on all active securities. 


Write for MW-016 “Booklet of Securities’ 


Whitney & Elwell 


Members New York and Boston Stack Exchanges 
30 State Street, Boston g, Mass. 
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A Quarter 
Century 


Factory organization and plant lay-outs—production and, 
cost control—human relations and cost regulation. ! 








EXAGGERATION 
The Ruination of Publicity 


We do a high character of industrial engineering work. 
We do not claim to do the impossible, as professional 
ethics forbid exaggeration ; but our qualified record certi- 
fies that there is No Better Service. , 
Our reputation is in the hands of our Clientele, whose 
continued success is responsible for our growth. No 
work undertaken by us which we cannot fulfill satis- 
factorily. 
@he President of a large industrial concern writes us— 
Among other things, you have shown us how to pro- 
cure the cost of our product, and use it to help reduce 
cost of manufacturing and increase production.” 


Without a 
Dissatisfied Client 


WRITE US FREELY--CONSULTING SERVICE WITHOUT 
COST--FULLEST CONFIDENCE INVITED 


GERARD, GRAHAM & Co. 


Industrial Engineers 


202 SO. STATE STREET 


“Developers of Latent Earnings” 
CHICAGO, ILL. 




































CERTIFIED 
SECURITIES 


Our Guaranteed First Mortgages are like 
certified checks, secured by the property of 
the man who makes them and then Guaran- 


teed by a great financial institution. 


They Are Safe 


Since the development of this form of investment 


135 Broadway 


more than $2, 


000,000,000 in Guaranteed Mortgages 
have been sold in New York City alone. 


Yet no 


purchaser has ever lost one dollar. Buy them for 


safety and a 544% guaranteed return. 


Guaranteed First Mortgage Certificates from 


$100 up. 


Send for Booklet M 


NEW YORK 


TITLE & MORTGAGE 


COMPANY 


203 Montague St. 


New York Brooklyn 
375 Fulton St. Bridge Plaza 
Jamaica L. I. City 

















On top of the many troubles afflicting 
the cotton interests, comes the British coal 
strike. It is the last straw. If the strike 
continues for any great length of time— 
aside from its meaning to Great Britain 
as a whole—it will paralyze the entire 
British spindle activity. American cotton 
would suffer enormously from such a 
tragic circumstance. 

It is now over two months since the 
cotton industry has slumped into its pres- 
ent despondency. A little over two 
months remains for the end of the calen- 
dar year. If the industry does not re- 
cover by that time, it will mean a loss of 
five months. This loss will be permanent. 
The result is that although the crop is 
relatively short, it will most probably be 
sufficient for all needs during the coming 
year. 

Of course, it is true that present prices 
reflect the possibilities of the industry. In 
stock market parlance prices have, if not 
completely, at least nearly completely dis- 
counted the situation. In many cases, the 
farmers are now probably losing money, 
though to a certain extent their claims of 
losses incurred under present price condi- 
tions seem exaggerated. Certainly much 
lower prices cannot be anticipated from 
this level without completely ruining the 
industry. There is after all a limit and 
it is possible that this limit has at last 
been reached. 

To revert to fundamental influences, and 
these are the most important considera- 
tions cotton is going through a period of 
great depression owing to world-wide 
economic conditions. The hectic satur- 
nalia of extravagance and inflated prices 
is over, Those interested may cast a long- 
ing eye back at the time when cotton sold 
at 40 cents, but those days are of the 
past. The industry is rapidly adjusting 
itself to mew conditions. When this 
period of adjustment is over, and it must 
be over sooner or later, there may be a 
more cheerful story to tell. 





Oil 











Smaller Exports Affect Markets 


AKEN as a whole, the oil market dis- 
plays a somewhat weaker tone. Dur- 
ing the past few weeks, there have been 
numerous reductions in almost every prod- 
uct. These reductions have not been ex- 
tensive but they seem to indicate a def- 
inite drift toward gradually lower prices. 
A glance at the price list for petroleum 
products would reveal the fact that al- 
most every item has given way. 

It begins to appear that conditions gen- 
erally are different from what they were 
a few weeks ago, with a buyer’s market 
in sight. Certain products which were in 
limited supply a short time ago are now 
freely offered and even concessions are 
not unheard of. 

In the fuel oil department, conditions 
are rapidly approaching normal. This is 
especially true of fuel oil for shipping 
purposes. Oil-burning vessels, especially 
along the Atlantic seaboard, are supplied 
promptly nowadays. Prices are showing 
a generally definite tendency downward. 
The slump in the shipping industry, due 
to the falling-off in exports, may contain 
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significant possibilities for fuel oil pro- 
ducers. 

Kerosene is weaker in all parts of the 
country, and there has been some price 
reduction. This situation is especially due 
to the decrease in the volume of business 
done abroad. Exchange rates are work- 
ing against the kerosene interests, and it 
is thought that no unusually heavy de- 
mand will make its appearance until for- 
eign purchasers have a better exchange 
rate to work on. 

Lubricating oils form a marked contrast 
with other petroleum products. Most lu- 
bricating oils have yielded only slightly 
to pressure and the demand continues ac- 
tive. Conditions would have been even 
better h@d the export demand kept up. 
But here, too, as with kerosene, foreign 
exchange rates are working havoc with 
the volume of business done abroad. 

As suggested in these columns on sev- 
eral occasions, the end of the seasonal de- 
mand for gasolene is bound to exert some 
influence on the market—in fact, its in- 
fluence is already being felt. Demand is 
falling off to a considerable extent. The 
high prices of gasolene does not help the 


MEX PET PAN PET 
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demand either. It is our opinion that dur- 
ing the next few months gasolene will sell 
lower on account of the naturally slower 
demand over the winter months. Next 
spring, however, should see prices at least 
as high as those recently prevailing. 

Although automobile production will un- 
doubtedly suffer a fall next year, this 
holds out very little hope for reduction 
of gasolene demand, and consequently 
lower prices for the fuel. The most con- 
servative estimate puts the normal growth 
of the nation’s automobiles at 16% per 
annum, which would bring up the esti- 
mated total of 11,500,000 for 1920 or about 
13,500,000 cars for 1921. These figures 
take into consideration the number of cars 
“scrapped” annually. On that basis, it is 
not hard to see that the demand for gaso- 
lene next automobile season will be even 
greater than it has been in 1920. Barring 
some extraordinary development this 
means higher gasolene prices. 

We are a notoriously wasteful nation 
and this is brought out in a very con- 
vincing manner by our gasolene consump- 
tion. There are too many heavy cars in 


the country where a light car would an- 
swer the purpose. These cars use up a 
great deal of gasoline that could be other- 
wise saved. There is a general feeling 
that the light car will come into its own 
some day. On that basis a saving of 
gasolene could be affected that might have 
some effect in bringing prices of the com- 
modity down. We have some distance to 
go, however, before this result can be 
realized. 
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A Bad Year for the Industry 
HE pessimistic comments on the tex- 

tile industry made in these columns 
from time to time are borne out by current 
developments. It is apparent that the in- 
dustry is in a state of semi-paralysis. 
Manufacturers of clothing fear that this 
will be the poorest year in a decade. 

Curtailment of production is general. 
Half of the weaving machines of the coun- 
try are idle. While manufacturers are 
willing to shave down their margin of 
profit to a bare minimum there is a limit 
beyond which they will not go. They cer- 
tainly will not run their plants at a con- 
siderable loss and would prefer to shut 
them down completely rather than take 
such losses. 

One factor which is forcing manufac- 
turers to curtail production is the atti- 
tude of the jobbers and retailers, who 
persist in their hold-off policy. The re- 
tailers, especially, have refused to respect 
new conditions and alter their prices in 
conformity with the change. Naturally, 
they are not doing any business and the 
result is that the manufacturers have little 
outlet. 

It is stated in some quarters that if 
the jobbers and retailers persist in their 
present attitude, there is a bare possibility 
that production may cease completely. 
This, however, is probably an exaggera- 
tion. The situation is particularly bad 
with regard to men’s clothing, where very 
little business is being done. The general 
feeling, to which we subscribe, is that 
while clothing prices have shown a marked 
decline, they have some distance to go yet 
before they will attract new buying. 

On the other hand, the women’s cloth- 
ing trade is in a comparatively flourishing 
condition. Sales are very satisfactory. 
The reductions of price in this department 
has induced buying to an extent almost 
normal. Ordinarily this improvement in 
women’s fabrics might have helped cloth 
for men’s wear, but conditions with re- 
gard to men’s clothing are so uncertain, 
that manufacturers simply cannot see their 
way ahead. 

Manufacturers are trying to get an idea 
as to how to proceed on their next spring’s 
policy. Developments with regard to the 
ratail market for clothing are being anx- 
iously watched. So far, however, there 
has been no improvement except with re- 
gard to women’s fabrics. Inasmuch as the 
manufacturers are generally about 8 or 9 
months ahead of the retail season, and 
present demand indicates no prospect for 
improvement, it is probable that rather 
than take any chances manufacturers will 
reduce production to the minimum. 








Nationally Known 
Investments 


When choosing invest- 
ments,~give consideration 
to the stocks of nationally 
known companies whose 
profits are based on na- 
tion-wide or world-wide 
demand. Included in this 
classification are: 


American Thermos Bottle 

Borden’s Condensed Milk 

Child’s Restaurant 

Douglas Shoe 

Eastman Kodak 

Elgin Watch 

Goodyear Tire 

H. W. Johns-Manville 

Knox Hat 

Royal Baking Powder 

Singer Manufacturing Co. 

Victor Talking Machine 

Ward Baking 
Our records, not only re- 
lating to the above stocks 
but also to hundreds of 
other unlisted securities, 
supply the basis of a help- 
ful service to investors. If 
you wish to investigate or 
invest in any unlisted se- 
curity, we solicit your in- 
quiry. 
As specialists in unlisted 
securities we have pub- 
lished a book entitled “In- 
vestments in Nationally 
Known Companies.” If 
you are interested we shall 


be glad to send you a copy. 


Address Dept. W. 


Tobey & Kirk 
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Guaranty Trust Company 


of New York 


LONDON PARIS 


NEW YORK 
LIVERPOOL HAVRE 


BRUSSELS 
CONSTANTINOPLE 


Condensed Statement, September 30, 1920 


RESOURCES 
Cash on Hand and in Banks 
Exchanges for Clearing House 
Loans and Bills Purchased 
U. S. Government Bonds and Certificates 
Public Securities 
Other Securities 
Bonds and Mortgages 
Foreign Exchange 
Credits Granted on Acceptances 
Real Estate 
Accrued Interest and Accounts Receivable 


LIABILITIES 
Capital 
Surplus Fund 
Undivided Profits 


Notes and Bills Rediscounted with Federal 
Reserve Bank 

Notes Secured by Liberty Bonds Rediscounted 
with Federal Reserve Bank 

Due Federal Reserve Bank Against U. S. 
Government Obligations 

Outstanding Dividend Checks 

Oustanding Treasurer’s Checks 

Sundry Foreign Accounts 

Acceptances—New York Office 

Foreign Offices . 

Accrued Interest Payable and Reserves for 
Taxes, Expenses, etc. 

Deposits 


.$111,306,421.14 
70,921,949.74 

. 521,477,002.28 
33,262,404.09 
30,405,706.50 
45,154,659.21 
2,335,950.00 
21,446,069.24 
63,684,741.70 
8,529,075.37 
12,281,276.95 





$920,805,256.22 








$25,000,000.00 
25.000,000.00 
10,754,227.55 


$60,754,227.55 





19,050,000.00 
24,917,200.22 


5,000,000.00 
1,043,540.50 
30,617,242.94 
14,195,250.19 
49,974,979.70 
13,709,762.00 


8,982,767.52 
692,560,285.60 





$920,805,256.22 


























“Standard Oil Companies 1920” 


A 115-Page Booklet Sent Free on Request 





Containing Information on 


Refining Statistics 
Export Trade 
Automotive Statistics 


Producing Companies 
Pipe Line Companies 
Marketing Companies 
Dividend Payments 
Future of Industry 
Petroleum Production and 





Range of Stocks in Market 
and detailed Information 


Prices relating to the. various 


Gasoline Statistics 





companies. 


Telephone 6550 Rector or mail your request for a copy 





F. S. SMITHERS & Co. 


Established 1857 
19 NASSAU STREET 


NEW YORK CITY 

















Such a slump as hit the textile market 
cannot be overcome in a week or a month. 
The losses entailed on the trade and the 
generally uncertain outlook for this indus- 
try make it appear that it will take a long 
time before the industry readjusts itself 
to new conditions. We believe that it wil! 
probably take at least a half year before 
conditions will revert to an approximation 
of normality. 





Copper 








Further: Curtailment of Production Neces- 
sary 
prox a statistical standpoint, as viewed 
by producers, the position of copper 
is not so favorable as it was at the end 
of the sixth month of the year. From 
reliable sources of information it appears 
that total production for the first eight 
months of the year amounted to 860,000,- 
000 pounds of copper. Imports aggregated 
314,000,000 pounds, indicating a total 
available supply of 1,174,000,000 pounds. 
Total sales of copper to domestic and for- 
eign interests for the first eight months 
totalled 1,035,000,000 pounds. This would 
indicate an increase in the existing surplus 
of 139,000000 pounds. 


MAG. OF WALL STREETS COPPER STOCKS’ AVERAGES 


AMACONDA GREEWE CAN 
SMELTERS GRANBY 
CHINO = INSRIRATION 
UTAH KENNECOTT 
RAY COKS. 


To Oct 2! 

At ‘the same time that existing stocks 
of copper were incréased sales fell off 
very considerably. Thus, while the aver- 
age sales of copper at home and abroad 
were about 142,000,000 pounds monthly for 
the first six months, July showed a fall- 
ing off in sales of 42,000,000 pounds and 
in August, sales fell down to almost noth- 
ing, the decrease being about 97,000,000 
pounds. The decrease in sales during July 
and August from the six-month average 
was about 139,000,000 pounds, or just 
about equivalent to the addition to sur- 
plus. In other words, during July and 
August, and very probably in September, 
the industry received a bad setback which 
practically nullified the slow progress 
made in the first six months of the year. 

Inasmuch as total supplies of copper on 
hand are very large, coincident with a 
lethargic demand for the metal, it is ob- 
vious that the producers will have to cur- 
tail production again. Many producers 
are now operating at less than 50% ca- 
pacity, but, under existing circumstances, 
production will probably have to decline 
to about 35% normal, before the possibility 
of a further increase in the copper surplus 
has vanished. 
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With copper currently quoted at about 
16 cents a pound, production in many cases 
is being carried on at a loss. Rather than 
incur further loss, many producers will 
feel it incumbent to cut production to a 
minimum just sufficient to keep the mine 
workings and equipment in good order. 

Even at a price of about 1534-16 cents, 
very little business is reported. The fact 
is, as is usual in a falling metal market, 
‘onsumers are holding off from purchase, 
being content to get along as well as pos- 
sible with minimum supplies. It is well 
to bear in mind, however that although 
copper prices are still above pre-war levels, 
the cost of production has advanced too far 
to put copper prices considerably below 
16 cents without resulting in almost com- 
plete curtailment of production. We are 
therefore of the opinion that coppér prices 
have declined about as far as they can 
be expected to decline, considering the cost 
of production, 

For the immediate future, the industry 
of course is in an unattractive position. 
The addition to surplus stocks and the 
lack of interest in the metal combine 
against an early improvement. Develop- 
ments in England are not helping matters 
any with quantities of the metal being 
pressed for sale for London account. 

As is usual in such a period of depres- 
sion, the weaker companies will have to 
contend with difficulties. The larger com- 
panies, however, especially those that are 
in a strong financial position or those who 
can obtain adequate credits, will be able 
to get along without much difficulty un- 
til the present situation shows improve- 
ment. 





AUTOMOBILE EXPORTS INCREASE 


In a recent address before the American 
Manufacturers’ Export Association, Al- 
fred Reeves, general manager of the Na- 
tional Automobile Chamber of Commerce, 
said in part: 

“During the last twelve months, our 
exports of cars and trucks, which repre- 
sented 8% of the value of all our com- 
pletely manufactured products shipped 
abroad, amounted to 139,875 vehicles, val- 
ued at $166,961,709. Automobiles are now 
exported to more than ninety different 
countries of the world. Shipments are by 
no means limited to older European coun- 
tries. Uruguay and China have been bet- 
ter purchasers of cars than France, while 
Argentina ranks higher than any of the 
older Scandinavian countries. 

“The intensive development of resources 
of most foreign countries depends pri- 
marily on transportation. South America, 
Asia, Africa, Australia, and immense 
stretches of European Russia will require 
considerably increased transportation fa- 
cilities if the products available in the in- 
land sections are to be profitably marketed. 

“The automobile industry believes that 
reciprocity with other countries will make 
for mutual prosperity. It welcomes the 
motor cars of foreign countries, just as it 
endeavors to sell American products in 
those countries. By unanimous vote, our 
motor vehicle makers have petitioned Con- 
gress to reduce the United States duty on 
all motor cars to 334%, so that England, 
France, Italy, and other foreign countries 
may sell their cars here, as we are selling 
in their markets.” 
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Are We Right or Wrong? 
You Can Answer It! 


There has been a great deal of profiteering. 
The papers have been filled with it. The public 
has been fed up on it. Judges have condemned 
it from the Bench and Commissions have been 
created to stop it. 


But we ask you— 


Was there ever a more flagrant example of 
profiteering in the world than the recent. at- 
tempt of thousands of people in Boston to make 
45% in 45 days, or 365% per annum? 


Comment is superfluous—Buy Prudence-Bonds, 
backed by prime first mortgages and guaranteed. 


We pay the 4% Normal Federal Income Tax 


Ask for Booklet M. W. 82 
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31 Nassau St., New York 162 Remsen St., Brooklyn 
Denominations of $100, $500 and $1,000 
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Foreign Exchange 
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the World 
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INVESTING 


BY 
MAIL 


It is not necessary to live 
in or near New York in or- 
der to obtain reliable ser- 
vice and careful advice 
when investing money. 


For the benefit of our out- 
oftown customers we 
maintain a special mail de- 
partment. 

This department keeps 
them in touch with the in- 
vestment situation, and en- 
ables them to buy and sell 
securities in the New York 
market, no matter where 
they may live. 


OUR BOOKLET 
“Investing by Mail” 
TELLS HOW THIS IS DONE 


to you let us send you a copy. 


Members 
N. Y. Stock Exchange 
New York City 








ANSWERS TO INQUIRIES 
(Continued from page 925) 








paid in any year on second preferred; any 
surplus available for further dividends 
shall be distributed to holders of second 
preferred and common. Dividend payable 
at the option of holders at the fixed rate 
of two pesos to the dollar, either in the 
City of Mexico in Mexican gold pesos or 
in the City of New York in U. S. gold. 
Such dividends are to be payable without 
deduction of any tax present or future 
which the company may be required to 
pay thereon or deduct therefrom under 
any law of the United Statgs or Mexico 
or of any State or municipality therein. 

Funded debt totals $135,552,000 as of 
June 30, 1917. Interest on some of the 
bonds was defaulted in 1914 and other is- 
sues suffered the same fate in each succes- 
sive year, due entirely to the disrupted 
condition of the republic and the~disad- 
vantages under which the road has been 
operated. 

With a partial restoration to’ peace and 
the friendly attitude of President Obregon 
of the Republic of Mexico to all public 
enterprises and utilities the future of the 
road has a hopeful and encouraging out- 
look. A large percentage of the bonds 
and a majority of the preferred issues of 
stock are held by capitalist and banking in- 
stitutions in the United States and Hol- 
land and it is generally understood that 
arrangements for financing the require- 
ments of the company can be effected 
without any great amount of trouble. 





NINTH AVENUE STREET -RAILWAY 
The Protective Committee 


Inquiry Department, 
The Magazine of Wall Street. 

GENTLEMEN—Can you advise me Tegard- 
ing Columbus Avenue and Ninth Avenue 
5s, which are in default of interest? They 
seem ridiculously low to sell and I have 
always thought they were worth their 
face value. 

Is it necessary, or best, to deposit them 
with the protective committee? They do 
not seem at this time to have any plan. 
Would it not be better to hold off and see 
what is proposed? E. H. S. 


Answer—The Ninth Avenue Street 
Railway ‘was returned to its owners under 
direction of the Court in September, 1919, 
and since that date has been operated 
under a management selected by the stock- 
holders. The last, public statement of its 
affairs was for the year ended December 
31, 1919, and was as follows: 

Properties, etc., $351,361; miscellaneous 
investments, $11,150; material and sup- 
plies, $3,543; cash, $1,268; interest re- 
ceivable, $50,500. Other assets, $168. 
Profit and loss, $382,010. This makes a 
capital of $800,000. 

Inasmuch as no mention is made of the 
funded debt or bond issue, it is presum- 
able that the bonds that you refer to are 
matters which Job E. Hedges, Receiver 
of the New York Railways Company, 1 
Madison Avenue, N. Y., has in hand and 
is expected to adjudicate. 


OUR CHANDLER MOTORS STORY 
Inquirer Liked It 

Inquiry Department, 

The Magazine of Wall Street. 

GENTLEMEN—The most interesting 
article in this month’s issue is how $10,000 
made $47,000 profit in Chandler Motors. 
It seems extraordinary that the price 
should not only have been maintained after 
the company declared a 200% stock div- 
idend but even to have gone higher. It 
is also extraordinary that the company 
should be able to pay dividends on three 
times their former capitalization, seeing 
that other motor companies pay such small 
dividends or none. 

What I want to know most is what was 
there about Chandler a year or so ago 
that would lead one to invest in it rather 
than any other motor stock? How could 
the most experienced operator have fore- 
told that it would be so profitable? Was 
it simply luck, like picking the winner in 
a horse-race? 

Perhaps there is some other stock that 
one can buy now and find equally profit- 
able in a year’s time. 

Would you recommend Chandler at 
present price? 

I cannot understand your advising a 
small investor to buy bonds and not 
stocks. It seems to me that bonds being 
a safe investment, not fluctuating much 
and bringing only a small return, are suit- 
able only for men-of vast means who are 
not concerned with making more money but 
‘want a SAFE investment, while small men 
who want to MAKE money, whose means 
are small, that 6 or 8% is no attraction, 
must speculate in stocks. I took a chance 
when I bought Simms at 32 on your ad- 
vice. I took a chance when I bought 
Allied Oil on the advice of half-a-dozen 
prophets. But I may still make money on 
them. I took a chance on Harvey Crude 
nearly 2 years ago (Currman it was then) 
but have received over 100% cash divi- 
dends and 400% stock dividends, 

In your magazine many brokers adver- 
tise stocks for sale on the installment 
plan, but are they reliable? One, for ex- 
ample, asks only a deposit of 1/3 to 1/10, 
according to the price of the stock; no 
matter how low the market may fall they 
cannot ask any further margin for 30 days 
and then only a 10% installment. How 
can they do it unless they are very strong? 

L. M. 

Answer—We are glad that you found 
the article on Chandler Motors so inter- 
esting and instructive. 

Your suggestion that perhaps there is 
some other stock that one can buy now 
and find equally profitable in a year’s time 
is worthy of note, and in this connection 
we would suggest that you begin at the 
present time and watch very carefully, as 
well as study, the course of various se- 
curities. 

We encourage the investor with limited 
funds to buy bonds instead of stocks, for 
the reason that when a small amount of 
money is involved, it should be sur- 
rounded with greater safeguard than a 
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large amount. Money placed in good in- 
come-yielding bonds is an investment pure 
and simple. A small amount of money 
put into stocks is a speculation, 

The installment plan of buying “gilt- 
edge” bonds or conservative stocks makes 
a stronger appeal to a man of limited 
means and a set income than to anyone 
else. The method of conducting such op- 
erations is not so much a matter of cap- 
ital as it is of ability, efficiency and a 
knowledge of the business. Brokers who 
undertake transactions of this character 
are usually men of experience in the stock 
and bond trade—have an established credit 
and an unquestionable reputation. We 
would hesitate to encourage you to com- 
mit yourself to an installment transaction 
with a broker or brokerage house who 
could not measure up to this standard. 

We are of the opinion that Chandler 


Motors this issue is a fair speculative ~ 


purchase at this time. 





CHILE CONV. 6S 
In Good Position 


Regarding Chile Convertible 6s—While 
the copper industry is in a depressed state 
at the present time, and the bonds of the 
various companies are showing deprecia- 
tion in market quotations, we are of the 
opinion that the bondholders by the ex- 
ercise of more patience will eventually be 
able to dispose of their holdings at a high- 
er price than is now quoted. However, 
for those who have made up their minds 
to get out of the coppers, we would sug- 
gest as specvestments Hudson & Man- 
hattan ref. 5s, now around 62, showing a 
yield of 8.4%, St. Louis & San Francisco 
income 6s, now around 54, or Rio Grande 
& Western coll. 4s now around 55. We 
would also suggest that the 6% and 7% 
debentures of General Motors, at the pres- 
ent market price, offer excellent specu- 
lative possibilities. 








MINNEAPOLIS & ST. LOUIS 4s 
Merger Possibilities 


While Minneapolis & St. Louis is a fair 
example of a road that may have a good 
future, and although we have recom- 
mended the purchase of its first 4s,.now 
around 48%, showing a yield of about 
9%, we do not believe, as a whole, that 
investors can afford to go on the premises 
that, in case of an amalgamation, the 
strong roads will assume the bonded in- 
debtedness of the smaller corporations at 
par. There is nothing in the Railroad 
Act which compels them to do so, and 
anyone going on that basis, is liable to 
suffer considerable loss in the long run. 
We believe that in any consolidation which 
is arranged, the valuation of the road will 
be taken as a basis of the amalgamation, 
and that the bondholders will be settled 
with on that basis. That is, if the partic- 
ular small road shows a valuation, say, of 
around 60%, that is the amount the larger 
roads will pay the security holders of 
the smaller roads, 

An inquirer has some of the St. Louis 
& San Francisco adj. 6s. We would sug- 
gest that he also take some of the income 
6s, now selling around 54, and which we 
believe will materially advance in market 
value. Other bonds which are fairly safe, 
but in the speculative class to a certain 
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extent, are Rio Grande Western coll. 4s, 
now around 55, Hudson & Manhattan ref. 
5s, now around 62, Chicago, Milwaukee & 
St. Paul 4s, now around 57%, and Iowa 
Central ref. 4s, now around 47, 

There are also the St. Louis & South- 
@estern cons. 4s, and the St. Louis & 
Southwestern terminal 5s, which are at- 
tractive at their present prices. 





EAST COAST FISHERIES 
Its Status 


We are of the opinion that the election 
of G. W. Goethals as president of the 
East Coast Fisheries Company and also 
of the Products Company will greatly 
strengthen both corporations, assuring 
them of an extremely efficient manage- 
ment. Both companies are enlarging from 
a production standpoint. The Fisheries 
Company is erecting a million dollar plant 
at St. Peters. The Fisheries Treaty re- 
cently entered into between the United 
States and Canada, giving American Fish- 
eries operating privileges in Canadian 
waters, is of benefit to these companies. 

The stock of both companies is still specu- 
lative and is in the nature of a business 
man’s investment for surplus funds, but 
the outlook is attractive and the issues a 
fair speculative purchase at the present 
market price for the long pull. It is not 
apparent how deeply interested the Goe- 
thals firm is, but, whatever the extent, it 
will be beneficial, 

Neither company has any funded debt. 
The Fisheries Company is capitalized at 
$10,000,000, of which half is 7% preferred 
and half common, par value $10. 

The Products Company is capitalized at 
$50,000,000, half in 7% cumulative and 
half in common, par value $10. The net 
earnings for past year of this company 
was five times the dividend requirements 
on the outstanding preferred stock of $5,- 
000,000. 








AUSTIN NICHOLS 
A Suggested Switch 


Austin Nichols & Company reports for 
the six months ended july 31, 1921, net 
profits of $526,132, after providing. for 
Federal taxes, but before preferred divi- 
dends. This statement does not contain 
operations or statements concerning the 
Fame Canning Company and the Fisheries 
Company, both of which acquisitions were 
recently made by the company. The re- 
port compares with net profits of $385,253 
for the corresponding period of 1919. Of 
the $145,879 increase in net profits, $42,000 
is due to miscellaneous new acquisitions. 
As the 1920 reports of the Fame Canning 
and of the Fisheries Company are not in 
progress, no figures will be available until 
the end of the year. 

Austin Nichols’ stock is listed on the N. Y. 
Stock Exchange, but is very inactive; only 
700 shares of the common stock changed 
hands during last week at prices ranging 
between 17% to 17, high and low respect- 
ively. The highest price at which the 
stock sold during the current year was 24, 
the sale reported May 27 and the lowest 
price was September 8, when the stock 
sold down to 14%. No dividends are paid 
on the common stock and, in view of gen- 
eral trade conditions, none are expected 
for some time to come, 


CAPITALIZE 
FUTURE 
INCOME 


OND prices are seeking 
higher levels as com- 
modity prices decline. 


The use of our Partial 
Payment Plan enlarges the 
investor's opportunity to 
profit in the rising market. 


Write for details 


RUTTER.&CO, 
14 Wall St. New York 


Tel. Rector 4391 























NTIMATE KNOWLEDGE 
of the needs and habits 


of the people, acquired by 


years of experience and 
actual residence in the 
countries themselves, is es- 
sential when _ transacting 
business abroad. 


23 Branches in South America 
One Branch in Mexico 
8 Offices in Europe 
Direct Connections With India 
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H. M. Byllesby & Company 


208 S. La Salle Street, Chicago 111 Broadway, New York 
10 Weybosset Street, Providence 30 State Street, Boston 


INVESTMENT SECURITIES 


Well-known enterprises under Byllesby financial sponsorship include: 


Standard Gas and Electric Company 
Shaffer Oil and Refining Company 
Northern States Power Company 
Oriental Navigation Company 
Leonard Morton and Company 
Byllesby electric and gas companies serve upwards of 500 cities and towns with 2,200,000 
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population, including the cities of Minneapolis, Saint Paul, Louisville, Pueblo, Okla- 
homa City, Muskogee, Fort Smith, San Diego, Stockton, Tacoma, Fargo and Sioux 


Leonard Morton and Company has made a conspicuous place for itself among Chicago 
retail mail order merchandising concerns during the past 2% years. 
of 1,000,000 customers on its books. 

Oriental Navigation Company is a successful type of the new American merchant/marine, 
operating a large fleet of steel freighters in ocean traffic with very satisfactory results. 

Shaffer Oil and Refining Company represents a complete industrial cycle—production, trans- 
portation, refining and distribution. 


List of Offerings Upon Request 


It has upwards 














The stock does not look so attractive 
at this writing. As a switch, we would 
suggest Hupp Motors. This stock has a 
par value of $10 per share and is selling 
around 14. It pays 1% per annum and $10 
par value, and we understand the com- 
pany is in a very good condition compared 
with other motor companies. 





ALLIED PACKERS 6S 
Why They Went Down 

The decline in Allied Packers 6s has 
been due to the slump in the packing in- 
dustry, due to large inventories and a 
slackening of European demands. These 
bonds were particularly susceptible to at- 
tacks because of the fact that they are not 
secured by a mortgage, but are a direct 
obligation of the company. We consider 
them fairly well secured from the fact 
that the indenture provides that quick as- 
sets be maintained equal to at least 150% 
of the current liabilities, and net quick 
assets equal to at least 50% of the prin- 
cipal amount of bonds outstanding. 

For the six months ended April 20, 
1920, the net earnings were $1,000,000, or 
more than three times the interest charges 
on the 16,000,000 bonds outstanding, and 
after deduction of these charges. Since 
that report, the earnings of this company 
and other packing companies have not been 
so large. The bonds were offered in July, 
1919, by a syndicate headed by Imbrie & 
Co., of New York, at 98% and interest. 
Among the members of the Board of Di- 
rectors are the vice-president of the Equit- 
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able Trust Company, the Irving National 
Bank and the president of the Merchants 
National Bank, all strong financial insti- 
tutions of New York. 

We believe that these bonds will re- 
cover to some extent their loss in market 
value, but for those who do not care to 
wait for the recovery, which necessarily 
must be slow, we suggest a switch into 
St. Louis-Frisco pr. lien 4s or Hudson & 
Manhattan refg. 5s. We anticipate that 
these bonds will advance considerably in 
market price. They are earning their in- 
terest and more. 





$10,000 INVESTMENT 
Bonds Should Predominate 

For a $10,000 to $15,000 Investment: 
Westinghouse Electric is a fairly safe in- 
vestment and pays excellent dividends, 
and we can see no reason why some of 
the stock at this time would not be profit- 
able. We would not approve, however, 
of putting all one’s funds into one issue. 
We suggest putting the bulk into some 
good bonds: 

We recommend, in addition to a pro- 
portionate amount of Westinghouse, St. 
Louis & Southwestern cons, 4s now around 
65, Peoria & Eastern cons. 4s now around 
62, Rio Grande Western coll. 4s, now 
around 54, St. Louis & San Francisco prior 
lien sinking 5s now around 71, C. C. C: & 
St. Louis deb. 4%s now around 77, Chi- 
cago, Milwaukee & St. Paul debenture 4s 
now around 63%, Denver & Rio Grande 


imp. 5s, now around 70. These bonds we 


consider a fairly safe investment; they 
show a yield of between 7% and 9%, and 
we look for their enhancement in market 
value. 

We would also recommend a propor- 
tionate purchase of the following railroad 
stocks—Atchison, Chesapeake & -Ohio, 
New York Central, Western Pacific pfd. 
and Southern Pacific. 

We believe if you follow this course, 
you will have a good investment and also 
a profitable one, 





CUBA CANE 7S 
A Fair Investment 


Cuba Cane Sugar conv. debenture 7s are 
dated January 1, 1920, and mature Janu- 
ary 1, 1930. Interest is paid at the Guar- 
anty Trust Company, New York, trustee. 
Coupons are in denominations of $100, 
$500 and $1,000. Redeemable on 60 days’ 
notice, but not before 60 days after the 
bonds shall become convertible at 107% 
to January 1, 1925; 105 in 1925, 104 in 
1926, 103 in 1927, 102 in 1928 and 101 in 
1929. Convertible into common stock at 
$60 per share, with adjustment of divi- 
dends and interest, on and after January 
1, 1922. They are a direct obligation of 
the company, but not secured by a mort- 
gage. Indenture provides that so long as 
any of these debentures are outstanding 
the company shall not create any mort- 
gage on its rail property or plants now 
owned. The company does not pay nor- 
mal income tax. We consider the notes 
a fair investment, 
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PARTMENTS are built around a spacious 

garden court, restricted to use of the 
occupants. Apartments have double frontage 
on street and garden while many have built-in 


ARDEN APARTMENTS 


22 Minutes from 42nd Street 


Sunshine in Every Window 
Every Room an Outside Room 
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New 4, 5 and 6 Room 
GARDEN APARTMENTS 


Jackson Heights Plan-of Tenant-Ownership 
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Opp. 25th St. Subway Station 


To Visit Jackson Heights, take Subway to Grand 
Central and transfer to Queensboro Subway to 


QUEENSBORO 


HEIGHTS OFFICE 


25th Street Station 

















JAPANESE 4S 
A High-Yield Good Bond 

The Imperial japanese Government 4% 
Sterling Loan bonds were promulgated 
in November, 1905, and mature January 
1, 1931. Interest is payable January and 
July at the Yokohama Specie Bank, New 
York, at $4.87 per pound sterling. The 
authorized issue is $50,000,000, outstanding 
$25,000,000. The bonds are in denomina- 
tions of £10, £20, £100 and £200. They 
are redeemable on and after January 1, 
1921, as a whole or in series at par and 
interest, upon six months’ notice. The 
debt was created under authority of the 
law of 1904 and 1905, an Imperial Ord- 
nance of the Emperor, being a direct ob- 
ligation of the Japanese Government but 
not secured by mortgage. The bonds are 
listed on the N. Y. and London Stock Ex- 
changes. The bonds are now selling 
around 58. 

The only reason that we can ascribe for 
the bonds selling at such a low figure is 
because of the apprehension of Japan hav- 
ing to go through the ravages of another 
panic, similiar to the one which placed the 
credit of that country at such a low figure. 

There is, however, a feeling of confi- 
dence in the stability of the government, 
and inasmuch as these bonds mature and 
can be realized upon in such a short space 
of time, investors are inclined to regard 
them with greater favor. We see no rea- 
son why an investor should not invest a 
part of his funds in them. 


GOODRICH COMMON 
In Strong Position 
The authorized issue of common stock 
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of the B. F. Goodrich Company was 
changed from 600,000 shares, par value 
$100 on March 15, 1920, to 1,500,000 shares 


of no par value. Of the new common 
stock, 125,000 shares are reserved for sale 
to employees. A reservation is also made 
of 375,000 shares for conversion of the 
7% convertible notes of 1925. The highest 
price at which the stock sold was 85% on 
january 5, and the lowest price of the 
year was 48, at which price it sold on 
September 7. 

The company recently reduced its work- 
ing force by 5,000 laborers, and is now 
working under a new system providing 
for increased ovitput and which is more 
satisfactory to both employees and the 
company. August sales of the company 
totaled $19,000,000 compared with $17,- 
000,000 in July. Total sales for the ten 
months of 1920 aggregate $180,000,000. 

We suggest holding the stock for a long 
pull, as there is nothing in sight that alters 
its good status. 





ATLANTIC LOBOS 
A Standard Oil Subsidiary 

The Atlantic Lobos Company is the 
Mexican subsidiary of the Atlantic Re- 
fining Company, and is supposed to be in 
a very satisfactory financial as well as 
physical condition. Recent reports of the 
company show that its exports in the 
month of August were 691,262 barrels of 
oil. During the three months comprising 
the third quarter of the year, it is re- 
ported to have shipped 2,156,962 barrels. 
This is considered a very creditable show- 
ing when the conditions under which oil 
companies were operating in the past six 


months in Mexico are taken into consid- 
eration, 

For one who has held the stock down 
to what is likely to prove the low price 
for the year, we would deem it very in- 
discreet to sell now, when the outlook has 
improved so much. The oil trade is get- 
ting into much better shape. 





DENVER & RIO GRANDE 
Sale of Assets 


Denver & Rio Grande R. R. may be sold 
at auction under a decree of the U. S. 
Supreme Court to satisfy balance of a 
judgment in favor of the Western Pacific 
Railway Company, amounting to approxi- 
mately $36,000,000. If this sale takes 
place, it is highly problematical whether or 
not the road will sell for sufficient money 
to satisfy the judgment. In that case, 
the stock would be wiped out and conse- 
quently worthless. Recent advices state 
that the counsel for the Protective Com- 
mittee has made. an appeal to the Depart- 
ment of Justice as well as to the Inter- 
state Commerce Commission to modify 
this decree of the Supreme Court and 
make the sale of the railroad and its prop- 
erties conditional, upon returning some- 
thing to its stockholders. This decision, 
it is understood, is being considered by the 
Interstate Commerce Commission, .as well 
as U. S. Attorney General Palmer. 

We are of the opinion that the stock 
should now be held for what it might 
bring. We would not advise its purchase, 
however, for reasons very entertainingly 
set forth in a recent issue of THe Maca- 
ZINE. 
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As a safe and 
profitable investment 
we recommend the 


City of 
Copenhagen 
344% Bonds of 1902 


actually giving an average yield of 


9467 


and on which owing to the 
present low rate of ex- 
change an additional profit 
of over 85% may be real- 
ized, when same reaches 
parity. 


Ask for Circular “M W” 
Your inquiry is also invited on 
BRITISH FRENCH 


BELGIAN GERMAN 
and other European Bonds 


HUTH & CO. 


30 Pine Street, New York 


Telephone John 6214 
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The Tendency of 
Bond Prices 


Lower money rates are 
causing investors to 
purchase sound bonds 
yielding high returns. 


This buying is naturally 
reflected by a rise in 
bond prices. As _ the 
movement continues, 
cheap bonds are more 
difficult to obtain. 


We are offering a re- 
markably strong bond 
at a low price yielding 
714%. Details in our 
Letter W-180. 


May we send you a copy? 


Herrick & Bennett 


Members New York Stock Exchange 
66 BROADWAY, NEW YORK 
Telephone Rector 9060 
BRANCH OFFICES 


51 East 42nd St. Peekskill 
New York City New York 
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Government, State, Municipal 
Dominion of Canada 5%s 
§Cuyahoga County, Ohio 6s 
tCity of Christiania 8s 
tState of West Virginia 3%4s 
{Province of Manitoba 5s 
§City of Youngstown, Ohio 6s 
tLittle River Drainage District 6s 
Public Utilities and Railroads 
§Grand Trunk Railway of Canada 7s 
Middle West Utilities Co. 8s 
$Port Wentworth Terminal Corporation 8s 
Industrials 
tSears, Roebuck & Co. 7s 
tLiquid Carbonic Co. 8s 
tAnaconda Copper Mining Co. 7s 


tSmallest denomination issued $100. 
tSmallest denomination issued $500. 
§Smallest denomination issued $1,000. 


Offering 
Price 
93-98 

To Yield 


Approx.. Yield 
To Maturity 
5.68-6.40% 
5.50-6.00 


Maturity 


1922-1934 
1921-1930 


. 1945 99 8 
31% 5.05 
94 7.25 
5.50 
6 


. 1939 
. 1923 
. 1928 


103% 
. 1936 100 


. 1940 
Sept. 1935 
Oct. 1950 


100 7 
96 8% 
100 8 


1921-1923 98.41-99.20 
100 


96% 








Dominion of Canada 5%4s.—Five of 
these seven issues of Victory Loan 
bonds are exempt from all Dominion 
of Canada income taxes. Present low 
prices are attributed to the fact that 
many industrial concerns and individ- 
uals, unable to secure working capital 
from the banks, were forced to sell 
their bonds. It is stated officially that 
the Dominion Government will borrow 
no more for some time, and Victory 
bonds of all issues will be redeemed at 
100 at maturity. 

Canada’s income for the current year 
is estimated at close to $600,000,000, 
which is $200,000,000 in excess of last 
year’s income. The foreign trade this 
year is 25% greater than last and do- 
mestic trade is greater by 28%, while 
nearly $1,000,000,000 is being distributed 
in Canada at the present time in pay- 
ment for this year’s harvest. 


Cuyahoga County, Ohio 6s.—These 
bridge coupon bonds are a direct obli- 
gation of Cuyahoga County, of which 
Cleveland is the county seat. This 
county shows an assessed valuation of 
$1,743,068,085 and a net debt (including 
this issue) of $11,933,372. The population 
has increased in the past ten years 
from 637,425 to 943,469. 

Provision has been made for the 
levying of a sufficient tax to pay the 
interest promptly and to retire the 
bonds at maturity. 


City of Christiania 8s—Sinking fund 
gold bonds which are payable in New 
York in U. S. gold coin without de- 
duction for any Norwegian taxes pres- 
ent or future. 

The bonds are a direct obligation of 
the city, the proceeds to be used for 
electric works, housing facilities, etc. 
Christiania is the capital and principal 
port of Norway and has a population 
of 260,000. It has always enjoyed most 
excellent credit. The value of city- 
owned properties exceeds the total 
debt, including this issue. 

A sinking fund provides for the re- 


tirement of these bonds at prices from 
110 to 107%, varying with the period 
from the time of redemption to ma- 
turity. 


State of West Virginia 314s.—These 
sinking fund. gold coupon bonds are 
exempt from all taxation by the State 
of West Virginia and are free from all 
Federal income taxes. The payment 
of principal, sinking fund and interest 
is provided for by special levies on real 
and personal property in the State. 

The total bonded debt is less than 
1% of the assessed valuation. West 
Virginia’s great wealth is in coal, pe- 
troleum and natural gas. Manufactur- 
ing of iron, steel, glass, lumber, etc., 
is extensive and agriculture and stock- 
raising are important industries. The 
population of West Virginia, 1920 cen- 
sus, is 1,463,610. 


Province of Manitoba 5s—A direct 
and primary obligation of the Prov- 
ince of Manitoba and _ chargeable 
against the consolidated revenue of the 
Province. The bonds are registerable 
as to principal, and principal and in- 
terest are payable in gold at the Union 
Bank in New York, Toronto, Montreal 
or Winnipeg. 

The approximate assessable value of 
all property within the Province is 
$680,000,000 and the net funded debt is 
$19,259,870. Manitoba is the oldest of 
the Prairie Provinces of the Dominion, 
and is noted for producing the highest 
grade of wheat in the world. The total 
value of its field crops-in 1919 was 
$163,462,200, while its manufactured 
products for the last year reported 
(1917) totalled $122,804,881. This year 
the value of Manitoba’s wheat and oat 
crop alone is estimated at more than 


$120,000,000. 


City of Youngstown, Ohio, 6s.— 
Funding 6% coupon bonds exchange- 
able for fully registered certificates and 
exempt from Federal Income Tax. 
Principal and semi-annual interest pay- 
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able at Youngstown, Ohio. 

The net indebtedness of the city is 
less than 3% of the assessed valuation 
and the 1920 census shows an official 
population of 132,358. The constitution 
of Ohio requires precedent to the issu- 
ance of all city bonds that sufficient 
taxes’ be levied to meet principal and 
interest at maturity. 


Little River Drainage District 6s.— 
Principal and semi-annual interest of 
these coupon bonds are payable at the 
First Trust and Savings Bank, Chicago, 
Ill. They are legal investment for 
trust estates, Missouri insurance com- 
panies and Missouri State deposits. 
The bonds are the obligation of a 
political subdivision of Missouri and 
are to complete an improvement com- 
menced over six years ago and whose 
efficiency has been demonstrated. The 
acreage value averages at least $80, 
while the yearly acreage requirements 
for the liquidation of the district’s en- 
tire debt averages but $1.25. 

This district, in southeast Missouri, 
includes 489,808 acres of fertile agricul- 
tural land, producing large crops of 
corn, cotton, wheat and alfalfa. Value 
of land within the district is estimated 
at $39,000,000. The population is 20,000. 


Grand Trunk Railway of Canada 7s. 
Sinking fund gold debenture bonds 
which are guaranteed by endorsement 
by the Government of the Dominion 
of Canada. A sinking fund of $500,000 
per year payable semi-annually, begin- 
ning April 1, 1921, will purchase bonds 
in the open market if obtainable at or 
under par. If not obtainable at this 
price within six months, the funds re- 
vert to the company. 

The bonds cannot be called for pay- 
ment before October 1, 1935, on and 
after which date the issue may be called 
for payment as a whole at 102% and 
interest. These bonds are registerable 
as to principal and are payable, both 
principal and interest, in New York in 
U. S. gold coin. 


Middle West Utilities Company 8s.— 

This issue of secured gold notes, series 
“A” will be secured by pledge of mort- 
gage bonds on properties of subsidiary 
companies owned or controlled by the 
Middle West Utilities Company, the 
aggregate principal amount of bonds 
so pledged being at least equal to 150% 
of the principal amount of series “A” 
notes at any time outstanding. The 
equity behind the notes aggregates over 
$25,000,000. 

Earnings for the year ending April 
30, 1920, show a net balance of $2,197,- 
617.71 available for annual interest re- 
quirements, which amount is over 2% 
times the total annual interest charges 
on the company’s entire funded debt 
as upon completion of the present fi- 
nancing. 

The Middle West Utilities Company, 
through subsidiary companies, operates 
public utilities in fifteen states, serving 
492 communities with electric light, gas, 
water, heat, etc. 
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Port Wentworth Terminal Corpora- 
tion 8s.—First mortgage profit sharing 
sinking fund 8% convertible xold bonds, 
the principal and interestof which are 
payable without deduction for the 2% 
normal Federal income tax. The com- 
pany agrees to pay any state or muni- 
cipal taxes on account of principal or 
interest to an amount not exceeding 
one-half of one per cent of the princi- 
pal each year. These are coupon bonds, 
registerable as to principal only. 

This is a 2,640-acre industrial, rail- 
way and steamship terminal at Port 
Wentworth, about six miles from Sa- 
vannah, Georgia. Located on the Ter- 
minal are industries representing an 
investment value of $18,000,000 and 
which own the 400 acres of terminal 
property not owned by the company. 
The value of the Port Wentworth Ter- 
minal, exclusive of the property owned 
by the industrials, is appraised at $4,- 
210,000, or over four times the amount 
of this issue. 

Bondholders may convert their bonds 
on any interest day into real estate. 

Beginning October 1, 1930, the com- 
pany shall set aside from earnings an 
annual sinking fund of 3% of the par 
value of the bonds outstanding. 


Sears, Roebuck & Co. 7s—Serial 
gold coupon notes of three denomina- 
tions registerable as to principal only. 
They constitute the only funded debt 
of Sears, Roebuck & Co., of which com- 
pany they are a direct obligation. 

The proceeds of this issue will be 
applied to the reduction of current 
liabilities, thereby not increasing pres- 
ent indebtedness. 

Net earnings of the company for the 
four years ended December 31, 1919, 
average $20,926,692, after deducting all 
interest charges but before providing 
for Federal taxes. Gross sales have 
increased from $51,011,536 in 1909 to 
$257,930,025 in 1919. 

The trust agreement requires the 
maintaining of quick assets equal to at 
least one and one-half times all liabili- 
ties, including these notes, and provides 
that no mortgage or other lien, except 
purchase money mortgages, may be 
placed upon any of the assets of the 
company. 


Liquid Carbonic Company 8s.—These 
sinking fund gold notes are a direct 
obligation of the company, which 
agrees not to execute any mortgage 
except on future property acquisitions. 

The company reports net tangible 
assets at $3,440 per $1,000 note and net 
current assets at $2,250 per $1,000 note 
and agrees to maintain net current 
assets of at least $2,000 per $1,000 note. 
The average net earnings for the past 
five years are reported at about $993,- 
000, while net earnings for the current 
year are estimated at $1,540,000. 

Beginning October 1, 1921, a sinking 
fund of $250,000 per year will be created 
and maintained to assure the retire- 
ment of 75% of the issue before ma- 
turity. 











$100 BONDS 


We can supply in small 
Denominations 


RAILROAD 
INDUSTRIAL 
FOREIGN GOVT. 
BONDS 


at prices close to the 
quotation on $1,000 
bonds and, in some 
cases, considerably 
lower. 


Send for circular MW today. 


(iisHoL & (HaPMAN 


Members New York Stock Exchange 
UNLISTED DEPARTMENT 
71 Broadway, New York City 
Telephone Bowling Green 6500 

















6% 
New French Loan 


Optional after January |, 
i. 


Coupon Bonds, interest 

amg 7 June 16 and 
ec. 16. 

Today's market about 
$65.00 per 1,000 
francs. 

« Subscriptions may be en- 
tered with us. 

Detailed information on 
request. 





We offer subject—Today’s market about 
French Victory 5s, $58.00 

French “” 4s, $47.00 | 
French “™ 5s, $66.00 


Normal value of 1,000 franc bond, $193 


Farson,Son& Co. 


Members New York Stock Exchange 
115 Broadway, New York 




















HORNBLOWER & WEEKS 


ESTABLISHED 1888 
Members of New York, Boston and Chicago 


Stock Exchanges 


INVESTMENT 
SECURITIES 
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60 CONGRESS ST. 42 BROADWAY 
BOSTON NEW YORK 


Chicago Detroit Providence 


~hot a 


A very limited subscription is 
offered in the Class A stock of 


a most successful corporation 


—that is firmly established, Nationally known, and 
strongly financed. 


—that advertises its products with full pages in the 
Saturday Evening Post, the Ladies’ Home Journal and 
Literary Digest. 

—that enjoys the highest credit ratings in Dun’s and 
Bradstreet’s. 


—that manufactures a patented, non-competitive prod- 
uct already distributed throughout the world by more 
than 1,000 jobbing houses. 


—that shows an increase in net profits of 349% in 1919 
over those of 1918. 


This stock is offered at $15 and earnings of 60% should be shown in 1921, 
with increases each succeeding year. It is preferred as to dividends up to $2 
per share, which is an equivalent to 13 1/3% on the purchase price. Beyond 
this dividend it participates equally with the Class B shares. 


Illustrated booklet descriptive of this 
industry sent free upon request. 


O’DONNELL & COMPANY 


INVESTMENT SECURITIES 
136 Liberty St., New York Tel. Rector 498-9 





NEWS AND NOTES ON CAN. 
ADA’S MINING INDUSTRY 
(Continued from page 900) 











There are many companies in the Ca- 
nadian coal industry, but few of them are 
listed and information is, therefore, in- 
complete. The Dominion Steel Corpora- 
tion and the Nova Scotia Steel & Coal 
Company operate in the coal fields of 
Eastern Nova Scotia, where, together with 
other companies, there is an annual out- 
put of five to six million tons. The Crow’s 
Nest Pass Coal Company operates in Bri- 
tish Columbia, near the Alberta boundary, 
and possesses immense deposits of this 
fuel. The company has suffered much in- 
terruption from labor troubles, and its 
record of earnings is, therefore, an irregu- 
lar one. During the past six years its 
annual average net income available for 
dividends was $236,283, or 3.80 per cent. 
Its dividend record has likewise been a 
checkered one. At the end of 1919 its 
net assets applicable to capital stock 
were placed at $101 per share. 

In the field of oil, Imperial Oil Limited, 
a subsidiary of Standard Oil of New 
Jersey, has large refining plants in On- 
tario, and the International Petroleum 
Company, a subsidiary of Imperial, has 
important oil fields in South America. 
The financial operations of these two 
companies are not made public, but they 
are understood to be profitable to share- 
holders. Much is hoped for as the result 
of exploration for oil now being carried 
on in Western Canada by the Imperial 
and other companies. Quite recently a 
small flow of oil was reported in Fort 
Nerman on the Mackenzie River. 
Canada’s Mines Depend on Outside Capital 

It will be seen from the foregoing notes 
that potentially Canada’s position in re- 
gard to mineral wealth is a fortunate one, 
but, as in manufacturing, lumbering, ag- 
riculture and other fields, the develop- 
ment of these mineral resources is de- 
pendent upon Canada’s success in attract- 
ing outside capital. 

It is unfortunate that coal has not been 
found in central Canada, also that her oil 
supply should amount to such a small 
fraction of the country’s requirements; 
but the possession of one-sixth of the 
earth’s coal, located, though it is, in the 
extreme east and the extreme west, means 
much to the Dominion’s industry. Own- 
ership of the iron deposits at Bell Island, 
Newfoundland, guarantees a series of 
thriving enterprises in Nova Scotia. Three 
large nickel companies are now operating 
at Sudbury, one of them sponsored by the 
British Government. The asbestos field is 
under development by several companies. 
Gold production in Ontario for the first 
half of 1920 exceeded the output of sil- 
ver for the first time since 1903. There 
are large deposits of iron ore in On- 
tario awaiting a scientific method of treat- 
ment. One of the great copper mines 
of the world, the Flin Flon, is now being 
explored in northwestern Manitoba, with 
24,000,000 tons of ore in sight. Lead, zinc, 
arsenic, chromite and other metals and 
minerals exist in quantities in different 
parts of the Dominion, and will meet 
many needs of the less prominent mineral 
products. 
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Canadian 
Corporation 
Bonds 


are selling cheaper today 
than for many years past, 
largely owing to_ recent 
reductions in Canadian 
Victory Bond prices. 
This, coupled with the 
premium on United States 
funds, makes it possible 
for the American investor 
to buy gilt- edged Cana- 
dian securities, at prices to 
yield 8% to 10%. Princi- 
pal and interest on many 
of them are payable in 
American funds. 
If you have money to in- 
vest, you cannot do better 
than place it in Canada 
today. If you will write 
us we will send you a list 
of most attractive offer- 
ings. Address: 


AGENCY OF 51 


Royal Securities 
CORPORATION 
(CANADA) 
LIMITED 
\ss BROADWAY =—«- NEW YORK 


vs Vv 











Josephthal & Co. 


120 Broadway, New York 


Members 
New York Stock Exchange 


Foreign 
Securities 


Private Wires to 
Principal Cities 
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HIS table includes many of the active 
bonds listed on the New York Stock Ex- 
Change. They are classified but not nec- 
essarily recommended. An endeavor has been 
made to arrange them in the order of desira- 
bility, as investments, based upon security of 
principal and income return. The arrange- 
ment below attempts to balance these two 
factors. This table appears in every other issue 
of this Magazine. 


Foreign Government Bonds 
Apx. 


Belgian, 7%s, 194 

ap. 4s, 1931 (par $974).. sane 

ap. A “ae 193 (par $974). 

ap. 2n 8, (par $974) 
K.. Gt. aa we Nov. 1922.. 

Paris 6s, Oct is, “a1 

U. K., Gt. B. & T. Shs, 

French Cities 6s sg 

U. K., Gt. B. & 

Dom. Canada Ss, yt 

Dom. Canada 5s, April, 

Dom. Canada 5s, April, 

Dom. 

U, K.. 

Dom. Canada Sis, Aug., 


Industrial Bonds 


iiidrele Reeeh Ge, BERS. cccccecs: 
§Va-Car Chem. Ist 5s, 1923 

tChile Copper 7s, 1923 

§Wilson & Co. conv. 6s, 

tChile Copper 6s, 1932 

§ Western Electric Ist 5s, lea 
SAmer, Cotton Oil Deb. 5s, 1931.... 
§Colorado Ind, 5s, 1934 

tInt. Mer. Marine 6s, 

a Copper 6s, 

Central Leather 5s, aa 
§Beth. Steel Ext. Ss, 1926....... 
8Wilson & Co, 6s, 1941.......... ‘ 
+Beth, Steel Ref. 5s, — 

TU. S, Rubber 5s, a cares 
§Col. Fuel & I. 5s 

tAmer. Smelt, & Ref a p47. 
Armour R, E, oo 1939. 
Rep. I. & Steel 5s, 
{iectewenne Steel 5s, 1950 
TU. S. Steel 5s, 1963 

tGen. Elec. Deb. 5s, 1952 

tGen. Elec. Deb. és, 1940 


Public Utility Bonds 


SAmer. Tel. & Tel, 4s, 1929........ 7 
tNor. States Power 5s, 1941 
§Manhattan Consol 4s, 1990 

tAmer, Tel. & Tel. % Sicce secs 
tConsol, Gas N., % 7s, 1925 ONT E 100 
tPac, Gas. & Elec. 

tN. Y. Telephone 

§Detroit Edison Ist coll. 

tAmer. Tel. & Tel. 

IN. Y. Telephone 4% 

Detroit Edison ist 

tSouthern Bell Tel. 

§Western Union Tel. 4s, i950. 
tHudson & M. rf, 5s, 1957 (Ser. A) 63 
tColumbia G. & E. Ist 5s, sage 
&Pub. Ser. . & 

§Int. Rap. Teandie 5s, 1966........ 54 


Railroad — Legal for Savings Banks 


First Grap 
tSo. Pac. Ref. 4s, 1 955 
Lou. & Nash. Waited 4s, 
Atl. Coast Line 4s, 1982. 
§C., Bur. & Quincy, IIl., 
tUnion Pac. Ist 4s, . 81 
tAtch. T. & Santa Fe & 4s, 1995 77% 
§Chi. & N. W. Gen. 5s, 
tUnion Pacific Ref. 4s, 2008 
tNor. & West, Cons. 4s, 1996 
§N. Y. Cent. Ist 3%s, 
§Lake Shore Ist 3%s, 1997 
§Ill. Cent, ¥ 4s, 1955 
§M., St. P. & S$ . S. M. 4s, 
§C., B. & Quincy Gen, 4s, wae 
§Del. & Hudson Ref. 4s, 1943.. 
a? Grave: 
Cent. Ref. 4%s, 2013 
iNore ‘Pac. P. L. 4s, 7 
§Gt. Northern 4%s, 
se paanepvents Cons, 4} 
+Nor. Pac. . 
§C., M. & St’ Paul Gen. 4a. 1989.. 7 
Pennsgl. Gen. 5s, 1968 
Hee Pac pet. 4%s, 2047. : 
. Conv. 5s, 2014.. 
{€ & & P Conv. 4%s, 1932. 
tBait. ‘ Oho, P. L. 3%s. 1925... 
Thee & St. P. Ref. 4%s, 2014. 
tBalt. & Ohio ist 4s, 1948 
Not Legal for N. Y. Savings Banks 
First Grape: 
tUnion Pac. Conv. 4s, 1927 
§Peoria & Eastern Cons. 4s, 
§So. Pac. Conv. 4s, 
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BONDS— 
FOR SAVINGS 


Don’t let your desire to make 
profits overcome your better judg- 
ment. The money which you are 
able to save should be used only 
for the purchase of secured invest- 
ments. 


Risk is an unwarranted element 
when investing savings. Under 
present conditions high grade 
bonds yield as high as the better 
grade stocks; are far better se- 
curity and offer more substantial 
assurances of rising materially in 
value. 


Your savings can be safely 
invested in amounts of $10 or 
more monthly in securities that 
have unquestionable values — 
through our 


Partial Payment Plan 


Send for Booklet M W 22 


R. J. McClelland & Co. 


Investment Securities 
100 Broadway, New York 


Telephone Rector 604 














“1 AM THE MASTER 
OF MY FATE” 


Does this quotation of 
Henley apply to you? The 
thoughtful man plans de- 
liberately for his future by 
laying aside funds for the 
day of his opportunity. 
Invest these funds where 
they will surely not be lost. 
Insure the fruit of your 
forethought. 
Guaranteed First 
Mortgages are the only in- 
vestment which has never 
shown a loss to any in- 
vestor. 


Any amount from $100 up- 
ward. 51%4% net. 


Send for Booklet M-15. 


LAWYERS MORTGAGE CO. 


RICHARD M. HURD, PRESIDENT 
Capital and Surplus $9,000,000 


59 Liberty St., N. Y. 
184 Montague St., Brooklyn 
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VON POLENZ & COMPANY 


INCORPORATED 


GERMAN, AUSTRIAN 


CZECHOSLOVAK, HUNGARIAN 


SECURITIES and EXCHANGE 


OFFICIAL COUPON REDEEMING STATION 

FOR THE CITY OF BERLIN, GREATER 

BERLIN, AND VARIOUS OTHER GERMAN 
CITIES AND COMMUNITIES 


60 BROADWAY, 


Berlin 
Denver 


NEW YORK 


Chicago 
Cincinnati 
Milwaukee 


Boston 
Philadelphia 
Pittsburgh 
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Buy German Marks and Bonds. 


In our opinion the upward trend of Marks 


has been resumed. It is not at all unlikely that 
values will DOUBLE before the end of the 
year. Prices change daily and often during 
the day. Orders are filled in accordance with 
the market price on receipt of order. Send 
order, accompanied by bank draft, money order 
or certified check. Direct connection with 
DEUTSCHE BANK, DRESDNER BANK and 
DISCONTOGESELLSCHAFT, Berlin, and 
leading banks in other foreign countries. 
36 years of international banking. Circulars on 
Foreign Exchange and List of Bonds on request. 


We also repurchase Marks and Bonds 
bought from us. 


WOLLENBERGER & CO. 
UV nvestmen ankers U 


105 So. La Salle Street 
CHICAGO 


<> 


Apx. 
Price 
§Colo. & South Ist 4s, 1929 83 
Atch., T. & Santa Fe, — 4s, 1995 71 
tSouth. Pac, Col. 4s, 1949 7 
§Atl. Coast Line, L. & N. 
§Ches. & Ohio Gen. 4%4s, 1992 
tCen, Pac. Ref. 4s, 
$Ore. Short Line Ref. 4s, 
§Lake Shore Deb. 4s, 
7Ore.-Wash. R. R. & 
tWestern Pac. Ist .. 1946 
till C.. C.. St. L. & N. O. 5s,\1963 8394 
tSo. Pac. Conv. Ss, 1934 
§N. Y. Cent. 
Kan. City > 4s, 
South Ry. Cons. 5s, 
§New Orleans Term. 4s, 
§Ill. Central 5%s, 1934 
§St. Louis, S. W. Ist 4s, 
ss Gen, 4s, 1997 
San Ant. Ar. Pass Ist 4s, 1943 
Seconp GrabE: 
§St. Louis S, W. Cons. 4s, 1932.... 
§Wabash Ist 5s, 1939 
§Kan. City South. 3s, 1950 5 
7St. Louis S. F. P. L. Ga, 3000. cccve 
§Rio Grande West. Ist 4s, 1939..... 
tDen. & Rio Grande Cons. 4%s, 1936 
§C. C. C. & St. L. Deb. 4%s, 1931.. 
§N. Y. C. & St. L. Ist 4s, 1937..... 
ic R. I. & Pac, Gen. 4s, 1988...... 
Virginian Ist 5s, 1962 
tPere Marquette 5s, 1956........... 8 
§Ches. & Ohio Conv. 4¥%s, 1930.... 
7Colo. & South. Ref. 4%4s, 1935..... 
Ech Grande West. Coll. 4s, 1949... 5 
Ches. & Ohio Conv. 5s, 1946 
Y. Cent. Conv. 6s, 1935 
te R, I, & Pac. Ref. 4s, 1934 
ne, Me Gee GR. Cec ccccsan cages 9 
Kan. City South. Ref. 5s, 1950..... 
South. Ry. 
$Balt. & Ohio 6s, 1929..........05. 90% 
TSt. Louis S. F. Adj. 6s, 1955...... 6814 
+Smallest denomination $100. 
tSmallest denomination $500. 
§Smallest denomination $1,000. 
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CAPITALIZING OUR GOOD- 
WILL IN CHINA 
(Continued from page 898) 











possibly one exception, are close corpora- 
tions. The Chinese realize that the big 
things will require, in the aggregate, more 
capital than the individual families can 
raise if China is to become a manufac- 
turing country, so the only course left 
open for them is to develop the corporate 
plan. 

The Chinese fully appreciate their own 
ifiexperience in the industrial field. They 
know they have not fully grasped the ideas 
of corporate management, they have not 
had experience in sales, they do not know 
world trading conditions, and they do not 
have confidence in the foreign trained Chi- 
nese. Hence in their industrial develop- 
ment they are looking to America to sup- 
ply them with all of these things. Their 
confidence in us is founded upon the suc- 
cess we have made and they feel confident 
we will be able to give them the essential 
guidance to secure the same results for 
them, if we will co-operate. 

If, therefore, we are to capitalize our 
good will in China it must be through co- 
operation—co-operation in its truest and 
best sense. We must give China the best 
of our managerial experience, our engi- 
neering and technical skill, our factory 
organization, our salesmanship, and the 
sort of financial men whose spirit and 
vision in commercial and industrial bank- 
ing has been responsible for our own 
progress. 

The Chinese have a well defined idea 
as to how this plan of co-operation is to 
be developed, and they are prepared to do 
their part financially in carrying it out. 
The Chinese, sensing the need of just 
such co-operation, have taken the first tan- 
gible step toward working Out such a 
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plan, 2nd have organized a large syndicate 
for the purpose of inducing Americans to 
join them in various undertakings for the 
industrial development of China. This 
syndicate, including men of the highest 
type from almost every province in China, 
has organized an industrial corporation 
and is seeking to get American capitalists 
to co-operate with them on a “fifty-fifty” 
basis in the development of mines, elec- 
trical projects, railroad construction, and 
the erection of factories to use China’s 
raw materials and her labor. This par- 
ticular company is only mentioned because 
it is the first of its kind and will probably 
be followed by others of a similar char- 
acter; its organization is final proof that 
we possess China’s good will and that our 
co-operation is desired. 

That the spirit of co-operation is the 
one to which we should subscribe is shown 
by the fact that since the organization of 
this first company there has been organ- 
ized by an American mining syndicate a 
joint Chinese American mining company, 
two British Chinese mining companies, a 
joint Chinese Amefican bank, all of these 
companies with ‘Chinese charters. Sir 
John Jordan, for many years the British 
Ambassador to China, in a recent speech 
made in London stated that British in- 
terests would best be served in China by 
British co-operation with the Chinese. The 
trend of all development in China is to- 
ward co-operation with the Chinese; and 
when we take into consideration that we 
have the additional advantage of a na- 
tional good will and that our enterprises 
in China will reap the benefit of that good 
will, can we afford to sit idly by? 

Let us prove that we have the courage 
of conviction, that no treaty ratified by 
the United States Senate is a scrap of pa- 
per, and that the Hay “Open-Door” Treaty, 
negotiated in good faith, for the good of 
China, for her sovereign protection and 
freedom in development, is a part of our 
code and that we will fight for it as 
quickly as we will for the Monroe Doc- 
trine. 

Let us prove that our merchants, capi- 
talists and bankers have intelligence and 
good business common sense and are able 
to see opportunity when it hammers at 
their doors. 

Let us prove that we have the spirit of 
neighborliness, and an appreciation of the 
proffered friendship of the Chinese. Let 
us demonstrate beyond the shadow of a 
doubt that we are willing and desirous to 
assist China in solving her many problems 
in industrial “construction and develop- 
ment by giving her people the best we 
have in the heartiest spirit of co-operation. 

By so‘ doing we shall add greatly to 
our good will account and share great 
profits, ; 





Hydro-Electric Companies in a 
Class by Themselves 
(Continued from page 931) 











In addition to its own hydro-electric 
and steam generating plants, the com- 
pany has a long-term contract to buy 
power at a very economical rate from 
the Wisconsin-Minnesota Light & 
Power Co. The power thus available 
under this contract relieves the com- 
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pany of the necessity of large capital 
expenditures for the immediate en- 
largement of its own hydro-electric 
and steam stations. 

Earning Capacity Growing 

The company has shown a steady in- 
crease in gross earnings. In 1910 the 
gross of all properties now comprised 
in the Northern States Power Com- 
pany amounted to $2,711,071, while in 
1919 this figure reached $9,875,934. Al- 
though this increase is large, like the 
Shawinigan Water & Power Co. the 
corporation had to increase its bonds 
and stocks considerably, consequently 
the earnings per share have not made a 
corresponding increase. The out- 
standing capitalization has been en- 
larged until at the present time it con- 
sists of $42,328,500 bonds and notes, 
$17,839,500 7% cumulative preferred 
stock and $6,170,000 common stock. 

There has been a material increase 
in the company’s business, due in part 
to the rapid restoration of normal ac- 
tivities and in part to the development 
of new business. The farming com- 
munities have been in a very prosper- 
ous condition, which reacted favorably 
upon all the industries served by the 
company, and this was especially true 
as regards the manufacture of farm 
implements, machinery and equipment 
for flour mills. 

The cost of fuel and labor has been a 
serious item in the operating expenses 
of the steam-driven units, and while 
there is little indication of any reduc- 
tion, with the growth of business and 
an increase in efficiency this burden 
should be carried with greater ease. 

_ The dividends on the common, which 
at present are suspended, have been 
paid only at irregular intervals but the 
cumulative preferred dividends have 
been paid regularly since incorporation. 


Conclusion 


The possibilities of central station 
power are now being realized for the 
first time and the future use and de- 
velopment of hydro-electric energy will 
be great. The high capital costs for 
the construction of water power plants 
at the present time is largely offset by 
the smaller operating charges neces- 
sary with this method of generating 
power, and the proper use of intercon- 
nection should allow a higher load fac- 
tor to be obtained, thereby resulting in 
more economical distribution of this 
power. The vast water resources of 
this country have only been touched 
and the next decade should see a rapid 
development along these lines. 

The bonds and notes of both of the 
companies reviewed above make ex- 
cellent investments, and the capital 
stock of the Shawinigan Water & 
Power Co., which is listed on the Mon- 
treal Exchange, is classed as a high 
grade issue. While the stocks of the 
Northern States Power Co. are not 
listed on any exchange, private sales 
are frequently made. The common 
stock of this latter company is still in 
the speculative class (Bid 30, Asked 
34) but the 7% cumulative preferred 
(Bid 76, Asked 77) may be said to have 
investment possibilities. 


Canada’s Priceless 


Pulp Supplies 


The world looks to Canada for the bulk 
of its pulp supply. Canada exported 
$3,000,000 worth of pulp and paper to 
Japan, Australia, New Zealand and 
South America in 1919. 


The rich timber limits of British 
Columbia, and its proximity to these 
markets, has furthered the growth of 
such prosperous companies as Western 
Canada Pulp and Paper Company, Lim- 
ited, 


WESTERN CANADA PULP 4 
PAPER COMPANY, LIMITED 


7% ist Mtge. Serial Gold Bonds. 
Price: $100 and interest, carrying 
a 40% Common Stock bonus, 


afford a sound investment and a perma- 
nent interest and share in profits 
through the Common Stock bonus. 


Principal and interest payable in New 
York funds. Prevailing rate of ex- 
change reduces net price to about 88, 
and increases yield to about 734% 
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MORTGAGE 
INVESTMENTS 


ARE YOU A 
VISIONARY ? 


The difference between a dreamer and 
a visionary is that the dreamer finally 
realizes his ambitions. He puts a re- 
inforced concrete foundation under his 
Castlés in Spain by building a financial 
reserve. Whether your ambition is to 
»wn a newspaper or an expensive house 
on the drive your dreams are possible 
of realization if you know how to save. 
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Write today for our booklet 
showing how easy it is to save 
by means of our partial pay- 
ment plan, 
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Railroad 


Bonds 
(38 Issues) 


In our circular entitled 
“Factors Favorable to the 
Railroad Bond Market” we 
divide into four groups 
thirty-eight issues of rail- 
road bonds according to 
our judgment of their in- 
vestment merits, and indi- 
cate present prices and 
yields compared with the 
range of the past twenty 
years. A number of the 
issues mentioned are legal 
investments for trustees and 
savings banks in New York 
State. 
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A Judicious Selection 
of Railroad Bonds 


may readily be made 
from our circular W-49. 
The bonds listed therein 
are divided into three 
distinct groups in ac- 
cordance with their in- 
vestment position. The 
type of bond best suited 
to the investor’s own 
needs may thus. be 
chosen with the cer- 
tainty of correct selec- 
tion. 


Copy of circular 
W-49 will be sent 
on request. 


George H. Burr & Co. 
Investment Securities 
Equitable Building 
New York 


Our Offices in 15 Cities Offer You 
A National Yet a Personal Service 
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RAILROADS 








_ Baltimore & Ohio—Permission to 
issue $3,000,000 of refunding and general 
mortgage bonds, series “B,” at 6%, to 
exchange for an equal of series “A,” 5% 
bonds, already issued under the mort- 
Sage agreement, was asked by the Bal- 
timore & Ohio in an application filed with 
Interstate Commerce Commission. The 
railroad also asked for authority to 
pledge $3,000,000 of series “A” 5% bonds, 


and $10,000,000 of series “B” 5% bonds’ 


as security for $9,000,000, representing 
general balance owed by the Baltimore 
& Ohio to the United States growing 
out of government operation of the prop- 
erty. The balance owed by the carrier 
is to be funded for a period of 10 years 
from the date and termination of Fed- 
eral railroad control under the provisions 
of the transportation act. 

Chicago Great Western.—Company 
announces the Interstate Commerce 
Commission has approved a loan of 
$8,000,000 including $2,000,000 for addi- 
tions and betterments many of which are 
planned for Chicago district. 

Chicago, Milwaukee & St. Paul.— 
Tentative settlement of accounts be- 
tween the Railroad Administration and 
the St. Paul railway, arising out of fed- 
eral control, has been made, but it is not 
considered final and binding until the 
directors of the railroad have formally 
accepted it. Official announcement of the 
War Finance Corp. that the St. Paul has 
repaid its loan of $11,500,000 indicates 
that the road’s settlement with the Rail- 
road Administration involves that much 
cash and suggests that that sum has been 
advanced on the settlement. 

Chicago, Rock Island & Pacific.— 
Company has received $2,000,000 from 
the Government revolving fund, advanced 
to aid in meeting maturing indebtedness. 
A condition of the advance was that the 
company should provide $6,000,000 to be 
applied to the same purpose. 

It is reported that the Rock Island, 
in negotiations for a final settlement with 
the Government of accounts arising out 
of Federal control, will ask that $10,000,- 
000 of expenditures on additions and bet- 
terments made during Federal control 
be funded in 10-year notes at 6%, and 
will ask for $7,000,000 cash on other ac- 
counts, including balances due on com- 
pensation and the six months’ guaranty. 

Chicago & Western Indiana.—Com- 
pany has carried out its refinancing plan 
to care for its $15,000.000 of one-year 
notes due by extension Sept. 1, 1920. The 
company on Oct. 11, 1920, with respect 
to the $14,000,000 of notes deposited un- 
der the plan, made payment of 50% in 
cash, with interest on the payment at 
7% from Sept. 1 to Oct. 11, 1920, and de- 
livered 50% of the notes in new 15-year 
7%4% collateral trust bonds. 

With respect to the $1,000,000 of one- 
year notes which were not deposited un- 
der the refinancing plan, the railroad 
made payment of the principal with in- 
terest at 7% from September 1 to Octo- 
ber 11. 

Kanawha & Michigan—Annual re- 
port of the Kanawha & Michigan Rail- 
way controlled by New York Central 
for the year ended Dec. 31, 1919, 


taxes of $928,180 equal to $10.31 a share 
earned on the $9,000,000 capital stock as 
compared with $944,670 or $10.50 a share 
in 1918. Including lap-over items 
amounting to credit balance of $76,290, 
the surplus in 1919 amounted to $1,004,- 
470 or $11.16 a share against $10.06 a 
share in 1918. 

Federal operating acrount for 1919 
shows net income of $94,943 as com- 
pared with the guaranteed rental of 
$1,295,141, or a loss for the Government 
of $1,200,198. Without the benefit of 
Federal compensation the showing for 
1919 would have been a deficit after 
charges and taxes of $272,018 as com- 
pared with surplus of $1,347,809 or 
$14.98 a share on the same basis in 
1918, 

Lake Erie & Western.—Corporate 
income account of the Lake Erie & 
Western Railroad contgolled by the New 
York Central, for the year ended De- 
cember 31, 1919, shows surplus after or- 
dinary charges and taxes, of $711,951 
equivalent after allowing 6% for the pre- 
ferred stock to 1 cent a share earned on 
the $11,840,000 common stock as com- 
pared with surplus of $735,914 or 21 
cents a share in 1918. Federal operating 
account shows net income for 1919 of 
$170,647 as compared with the guaran- 
teed rental of $1,548,541 or a loss for the 
Government of $1,377,894. Without the 
benefit of Federal compensation the show- 
ing for the year would have been a de- 
ficit after charges and taxes of $665,943 
as compared with a deficit of 175,711 on 
the same basis in 1918. 

New York, New Haven & Hartford. 
—All of the property of the New Haven 
Railroad has been placed under a 
blanket mortgage limited, at present, 
to about $352,000,000 but under which 
$95,000,000 bonds will be issued to secure 
Government loans. Form and terms of 
the mortgage have not been agreed to by 
the Government although it seems prob- 
able the debt incurred during federal 
control, estimated at $65,000,000, will be 
funded by a company 10-year note to be 
secured by $80,000,000 par of the new 
bonds and a similar 15-year note, not 
exceeding $15,000,000, to secure an $8,- 
130,000 loan. The mortgage about to be 
issued will cover, on equal terms with 
other indebtedness secured by it, all 
bonds, dehentures and notes previously 
issued unless specifically excluded from 
the mortgage benefits. 

The mortgage will encumber for the 
first time New Haven’s main line of 122 
miles from Woodlawn to Springfield and 
the 113 mile stretch from New Haven to 
Providence. 

Western Pacific—Annual report for 
the year ended Dec. 31, 1919, shows net 
corporate income after taxes and charges, 
of $725,781, equivalent to $2.63 a share 
earned on the $27,500.000 preferred stock 
as compared with $792,280 or $2.88 a 
share in 1918. This is after charging 
out lap-over items amounting to net 
credit balance of $815 in 1919 and net 
debit balance of $315,427 in 1918. Ex- 
cluding these items the showing for the 
preferred stock amounted to $2.60 a share 
against $4.02 in 1918. 
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UNITED STATES SHIPPING 
BOARD 


Offers Three Hundred 
and Seventy-Seven 
Ships for Sale 


Bids will be received on a pri- 
vate competitive basis from now 
on in accordance with the Mer- 
chant Marine Act at the office 
of the United States Shipping 
Board, 1319 F street N. W.,, 
Washington, 5. 

The three hundred and seventy- 
seven ships offered for sale con- 
sist of ninety-two steel ships 
and two hundred and eighty-five 
wooden steamers. 

The steel steamers are both oil 
and coal burners. The board has 
established a minimum price on 
these vessels. 


Terms on Steel 
Steamers 


10% of the purchase price in 
cash upon delivery of the yessel; 
5% in 6 months thereafter; 5% in 
12 months thereafter; 5% in 18 
months thereafter; 5% in 24 
months ‘thereafter. The balance 
of 70% in equal semi-annual in- 
stallments over a period of ten 
years; deferred payments. to 
carry interest at the rate of 5% 
per annum. 
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The two hundred and eighty- 
five wooden steamers for sale 
consist of ten different types as 
follows: Nine Daugherty Type; 
Seventeen Ballin Type; Ten 
Peninsula Type; Six Pacific 
American Fisheries Type; One 
Allen Type; One Lake and Ocean 


teen McClelland Type; One Hun- 
dred and Eighty-six Ferris Type; 
Thirty-one Hough Type; Eleven 
Grays Harbor Type. 


Terms on Wooden 
Steamers 

10% cash on delivery. Balance 
in equal semi-annual installments 
over a period of three years. 

Bids may be submitted for one 
or more vessels or for any com- 
bination of above vessels, and 
must be accompanied by certified 
check madé payable to the U. S. 
Shipping Board for 2%% of 
amount of the bid. 

Bids should be submitted on 
the basis of purchase “as is and 
where is.’ 

Further information may be ab 


tained 
by request sent to the Ships Sales Divi- 
— 1319 F street, N. W., Washington, 


The board reserves the right to reject 
any and all bids. 


Bids should be addressed to 
UNITED STATES SHIPPING BOARD, 
WASHINGTON, D. C. 
and indorsed “ BID FOR STEAMSHIP 

(Name of Ship)” 





Navigation Company Type; Thir- © 
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Allis-Chalmers Mfg. Co.—Net profits 
of the co y for July and August 
were $595,5 332. For the eight months 
ended with August last, net profits were 
$2,195,163. After deduction of preferred 
and common dividends, amounting to 
$1,390,545, there was a surplus of $804,- 
618 for the period. Adding this to the 
previous surplus, the total on August 
3lst last was $11,660,625. 

American Car & Foundry Co.—Cur- 
rent earnings are said to be running 
well above the $12 annual dividend on 
the common stock. The company re- 
cently received substantial orders for 
freight cars, especially of the refriger- 
ator and tank type, while a good part 
of its current business consists of re- 
pair work. The company is in an ex- 
cellent financial contition, having cash 
and securities valued at upward of $47,- 
000,000, and is in a position to loan 
money in the open market. Orders at 
present show a tendency to increase, 
and it is thought that when steel prices 
reach a level where they are attractive 
to consumers, freight car buying on a 
big scale will be witnessed. 

American Safety Razor Corp’n.—The 
directors are said to be considering a 
plan for the distribution of 50% of the 
shares of the newly organized Ameri- 
can Safety Razor Export Corp’n, which 
will control the foreign business of the 
company. The distribution of this 
stock dividend of 200,000 shares will 
give one share of the Export Company 
for each 4 shares of the parent com- 
pany now held. The remaining 200,000 
shares would be retained in the treas- 
ury of the American Safety Razor 
Corp’n. 

American Seeding Machine Co. — 
Annual report for the year ended June 
30th last, shows gross revenue of $6,- 
085,213, compared with $5,206,232 for 
the preceding year, and net earnings of 
$998,225, against $1,122,845. Balance, 
after taxes, depreciation and mainten- 
ance, was $540,575, against $655,541, 
and after payment of dividend aggre- 
gating $450,000, there was a surplus of 
$90,575, compared with $255,641 for the 
preceding year. 

American Window Glass Co.—In the 
year ended August 3lst, last, the com- 
pany earned a surplus, after taxes and 
charges, amounting to $4,537,957, equiv- 
alent, after preferred dividends, to 
$32.06 a share on the $13,000,000 out- 
standing stock. This compares with 
$3,010,980, or $21.01 a share in the pre- 
ceding year. 

California Packing Corp’n.—The cor- 
poration’s sales are understood to be 
running about 25% of last year, which 
was the largest year in the company’s 
history. The management expects the 
company to enter the new year with 
an exceptionally low inventory of goods 
on hand, the lowest, in fact, on record. 

Certain-Teed Products Corp’n.—To- 
tal gross profits in the four months 
ended August 31st last were $1,201,645, 
after charges and Federal taxes. After 
payment of preferred dividends, the bal- 
ance, $1,023,582, was equivalent to 
$14.62 on the 70,000 shares of common 
stock outstanding. After payment of 
$2 a share on the common stock there 
was a surplus of $883,582. 

Cluett-Peabody & Co.—This com- 
pany, which is the largest shirt and col- 
lar manufacturer in the world, has be- 
gun operating plants on a two-third 
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Equipment Note 
issued under the 
Philadelphia Plan 


Keith Railway 
Equipment Company | 


7% Equip. Trust Gold 
Certificates 
Yielding 8% to 712%, ac- 
cording to maturity from 


1923 to 1930 ! 


Secured by oil tank cars leased 
to prominent companies. 


These certificates are the ob- 
ligation of a healthy, industrial 
company and possess the un- 
usual safety of equipment 
trusts. 
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NEVER BEFORE 


has the public been offered stock 
in a mica company combining an 
established business in ground 
mica with speculative possibilities 
in sheet mica. 
SPECULATIVE POSSIBILI- 
TIES of this company are tre- 
mendous because, in addition to 
their established business, they 
are obtaining sheet mica. The 
market value of sheet mica de- 
pends on the size, and ranges 
from .50 to $25.00 per pound. 
THE NEW CRUSHING 
PLANT will handle 50 tons of 
rock per day. If operated only 
200 days in the year and if only 
% of 1% in sheet mica is recov- 
ered worth $2.00 per pound, the 
earnings from this source will 
amount to $200,000, or 20% on the 
cost of this stock. 
Application made to list stock. 
No debt, mortgages, bonds or 
preferred stock. 
All shareholders equal 
tunity. 

Send for description 


Earnest E. Smith & Co. 


Specialists in New England Securities 
52 Devonshire St. Boston 
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time schedule. Approximately 5.000 
employees are affected. Slackening of 
orders is given as the cause for the re- 
duction of output. 

Corn Products Refining Co.—The 
company reports for the 9 months 
ended September 30th last, surplus, 
after charges and Federal taxes, of $12,- 
619,406, equivalent, after preferred divi- 
dends, to $22.20 a share on the $49,784,- 
000 common stock outstanding. This 
compares with $10,252,627, or $17.45 a 
share in the same period of 1919. 

The company’s plants are now oper- 
ating, it is said, at between 50% and 
60% of capacity, owing to a falling off 
in demand for products of corn from 
confectioners and the wholesale grocery 
trade, as a result of the decline in the 
price of refined sugar. However, the 
officials of the company look for a con- 
siderable improvement in the demand 
before the end of the current year. 

Cramp (Wm.) & Sons, Ship & En- 
gine Building Co.—The company is en- 
joying another profitable year and the 
indications are that the 1920 earnings 
will exceed those for 1919. New orders 
are said to be coming to the company 
in large block volume, thus insuring 
active operations through practically 
all of next year. It is estimated that 
on the present basis of profits the com- 
pany will earn the present dividend at 
least three times over in the mext 
twelve months. 

General Chemical Co.—Report of 
operations for the 9 months ended Sep- 
tember 30th last, shows a surplus, after 
charges and Federal taxes, of $4,870,814, 
equivalent, after deduction of preferred 
dividends, to $20.87 a share on the out- 
standing $19,823,040 common stock. 
This compares with a surplus of $3,- 
196,932, or $15.20 a share earned on the 
$16,519,200 common stock in the cor- 
responding period of 1919. 

Hendee Mfg. Co.—Annual report for 
the year ended August 3ist, last, shows 
total sales of $9,055,357, and net profits 
of $621,451. Total income was $759,- 
914, and surplus after preferred divi- 
dends, etc., was $651,384. This surplus 
is equal to $6.51 a share on the com- 
pany’s $10,000,000 common stock out- 
standing. 

Kress (S. H.) & Co.—September 
sales were $2,316,363, an increase of 
$318,691, or 16% over the correspond- 
ing month of last year. For the nine 
months to September 30th the sales 
aggregated $19,453,190, an increase of 
$3,425,444, or approximately 21144% over 
the corresponding period of 1919. 

Kresge (S 8.) Co.—September sales 
amounted to $4,024,424, compared with 
$3,373,758 for September, 1919, an in- 
crease of 19.28%. For the nine months 
ended with September, total sales were 
$34,238,353, against $28,171,087 for the 
corresponding period of last year, an 
increase of 21.53%. 

Lackawanna Steel Co.—Quarterly re- 
- covering the three months ended 

eptember 30th, last, shows net profits, 
after all taxes and charges, of $3,282,- 
144, equivalent to $9.35 a share on the 
$35,108,500 capital stock. This com- 
pares with profits of $1,881,946, or $5.36 
a share in the preceding quarter, and 
profits of $343,327, or 90 cents a share 
on the $35,097,500 stock in the Septem- 
ber quarter. Unfilled orders on Sep- 
tember 30th last amounted to 277,482 
tons, as compared with 484,267 tons on 
June 30th last, and 178,981 tons on Sep- 
tember 30th, 1919. 

For the nine months ended with Sep- 
tember, net profits amounted to $4,714,- 
370, equivalent to $13.42 a share on the 
capital stock, as compared with $1,317,- 


350, or $3.75 a share in the same period 
of 1919. 

Lincoln Motors Co.—Owing to the 
advisability of retaining um re- 
sources during the present peak in the 
money market, and in view of the world- 
wide conditions facing the motor car 
industry, the directors have deemed it 
advisable to defer payment of the Oc- 
tober dividend on the class A stock, 
and retain the same in its surplus. In 
taking this action the directors ex- 
pressed their confidence that payments, 
which are cumulative, will be resumed 
upon the return of conditions to nor- 
mal. ‘ They announced, furthermore, 
that the company is now steadily pro- 
ducing cars on a quantity basis and that 
regular deliveries are being made, no 
cancellations having been received since 
the reaction in the industry set in. 

Otis Elevator Co.—Net income, after 
charges and Federal taxes, for the nine 
months ended September 30th, last, was 
$2,400,893, equivalent, after allowing 
for preferred dividends, to $22.23 a 
share earned on the $9,482,000 outstand- 
ing common stock. 

Pacific Coast Co.—The company and 
its subsidiaries report for the year 
ended June 30th last, gross earnings of 
$5,494,884, compared with $5,312,937 
tor the preceding year, and net earnings 
of $842,016, against $886,919. Net in- 
come, after taxes and other deductions, 
amounted to $445,754, against $536,940 
for the preceding year, and after divi- 
dend payments there was a surplus of 
$69,504, against $20,690. 

Pacific Development Corp’n.—The 
corporation has passed the quarterly 
dividend due on November 15th next, 
the directors having deemed it wise to 
conserve the quick assets and reduce 
the comniittals of the corporation and 
its subsidiaries during the present pe- 
riod of readjustment. 

The corporation started dividends 
August 15, 1918, with a quarterly pay- 
ment of 134% on the $50 par stock. 
This was increased to 2%, or $1 a share, 
on November 15th, 1918, and continued 
thereafter. 

Pittsburgh Steel Co.—Net profits, 
after Federal taxes, for the twelve 
months ended June 30th, 1920, totalled 
$1,961,459, against $2,771,547 in the pre- 
ceding year. Total sales were $27,752,- 
221, as compared with $31,265,012. 

Sears, Roebuck & Co.—Net earnings 
for the first months of the current 
year, after deducting all interest 
charges, but before providing for 
Federal taxes, were $15,447,285. This 
compares with $23,760,502 after charges, 
but before taxes, for 1919, $22,185,011 
in 1918, and $18,097,327 in 1917. 

Singer Ly prec re | Co.—A special 
meeting of the stockholders will be held 
on November 11th to act on the pro- 
posal to increase the capital stock of 
the company to $90,000,000. The addi- 
tional $30,000,000 is to be paid to the 
shareholders in the form of a 50% stock 
dividend. This is the third large stock 
dividend to be paid by the company, 
200% having been declared in 1900, and 
100% in 1910. 

Standard Milling Co.—For the year 
ended August 30th last the company re- 
ports a surplus, after taxes and charges, 
and preferred dividends, of $1,891,914, 
oy ey to $25.54 a share on the 
$7,405,642 common stock. This com- 
ares with a balance of $1,607,122, or 
6.96 earned on the $5,960,142 common 
stock in the preceding year. Total 
greet and loss*surplus on August 3lst 
ast was $10,316,494, against $1,136,209 
on the same date of 1919. 

Steel & Tube Co. of America.—Total 


THE MAGAZINE OF WALL STREET 





wotuose 


mm bh eo Bo & Se eo 














































sales for September were $7,887,568, 
leaving a gross operating profit of $1,- 
546,753. After proportional charges and 
reserves for Federal income and excess 

rofits taxes, there was a balance of 

1,074,026. 

For the 9 months ended with Sep- 
tember, total sales were $64,193,249, and 
gross operating profits, $11,099,832. 
After deuction of charges and taxes, 
there was a balance available for divi- 
dends of $8,340,941, or after deduction 
of 9 months’ proportion of the preferred 
dividends, a balance of $7,422,191 avail- 
able for the common stock. 

Studebaker Corporation—No new 
financing is needed by the company, 
and notwithstanding the recent falling 
off in business the present $7 dividend 
rate on the common stock is generally be- 
lieved to be safe. The company is not 
carrying excessively large inventories, 
and its entire bank loan is said to be 
only about $5,000,000. All of the cor- 
poration’s current bills are paid, and 
aside from the bank loan it has no other 
indebtedness. 

In the first six months of the current 
year the corporation earned net after 
taxes an amount equal to about $11.86 a 
share on the common stock. Allowing 
for all probable falling-off in business 
during the second half of the year, and 
allowing also for stiff year-end invento- 
ries and special charge-offs, net profits 
should run anywhere between $16 and $17 
a share on the $60,000,000 outstanding 
common stock. : 

Submarine Boat Corp’n.—Application 
has been made by officials of the cor- 
poration to have 765,810 shares of cap- 
ital stock listed on the New York Stock 
Exchange. 

Tobacco Products Corp’n.—Gross 
Sales of the corporation in the eight 
months ended August 3lst last, amounted 
to $10,324,029, and net profits $1,781,163. 
The balance after interest charges, but 
before Federal taxes, was $1,502,420, 
equivalent to $6.95 a share earned on the 
176,000 shares common stock outstand- 
ing, after deducting dividends on the 
preferred shares. Dividends paid so far 
in 1920 amounted to $1,071,916, leaving a 
final surplus on August 31st of $2,835,129. 

The consolidated balance sheet as of 
August 3lst last showed cash amounting 
to $508,754, bills and accounts receivable, 
$2,518,743; accounts payable $298,901; re- 
serves for depreciation and taxes, etc., 
$703,811; leat tobacco, manufactured 
stock, etc., $8,911, oy and total assets and 
liabilities of $20,748. 

Transue & Williams Steel Forging 
Corp’n.— September sales, totalling 
$794,408, were the largest for any month 
in the company’s history, comparing with 
a previous high record of $746,167 in 
December, 1918. 

For the 9 months ended with Septem- 
ber net earnings, after taxes, totalled 
$759,138, equal to $7.59 a share on the 
common stock. This was about $20,000 
above the total earned in the entire year 
1919. The company has no bank loans, 
and its current assets are figured to be 
about 3% times current liabilities. 


United Alloy Steel Corp’n.—Net 
profits of approximately ,400,000 
were earned by the company in the 
eight months ended August 3ist, last. 


After reserves for taxes, etc., this would 
leave a balance of $2,850,000, or about 

$5.43 a share on the common stock. 
The company is said to be in a com- 
fortable financial condition, not having a 
dollar of borrowed money. On August 
31st last its cash position consisted of 
$2,500,000 cash and Government securi- 
ties, plus $6,000,000 in inventories and 
000 in receivables. Its current lia- 
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bilities consisted almost entirely of $2,- 
150,000 accounts payable, pens work- 
ing capital of about $10,350 

nited Retail Stores Corp’n.—The 
company has declared a stock dividend 
of 5% — December 15th to stock of 
record December Ist. With the payment 
of this dividend, it is said to be the in- 
tention of the management to discontinue 
distributions in stock. Hereafter. the 
company will make cash idstributions. 

Notwithstanding the prevailing dis- 
turbed business conditions, which have 
caused much unemployment and curtail- 
ment of operations in many lines, the to- 
bacco business of the country continues 
to grow. Sales of the company’s chief 
subsidiary, the United Cigars Stores Co. 
of America, showed in the first fourteen 
days of October an increase of $715,000, 
or 30%, over the corresponding period 
of 1919—this notwithstanding the fact 
the number of stores operated by the com- 
pany increased less than 25% in that 
period. 

United States Steel Corp’n.—The 
monthly statement of the corporation 
shows unfilled orders, as of September 
30th last, of 10,374,804 tons. This com- 
pares with 10,805,038 tons on August 3lst 
last, a decrease of 430,234 tons, and with 
6,234,638 tons on September 30th, 1919. 
Present prospects are that the month of 
October will show a further decline in 
the corporation’s unfilled orders. Buying 
of steel at present is said to be light, and 
buyers are waiting for lower prices. With 
orders of 10,374,804 tons on its books, the 
corporation apparently is filled up solid 
until the middle of 1921. 








MIN ING. NOTES 








Anaconda ae Mining Co.—The 
company has sold to a New York 
Banking Syndicate $25,000,000 7% 
bonds, series B, due January Ist, 1929. 
This closes an issue of $50,000,000, a sim- 
ilar amount of series A bonds having 
been sold in January, 1919. The proceeds 
of the issue are to be used for general 
corporate purposes, but especially the 
expansion of the new phosphate depart- 
ment, and for the further development of 
the company’s South American subsid- 


iar 

Butte & Superior Mining Co.—Third 
quarter earnings are said to have been 
so poor that the company will show an- 
other operating loss. In the second 
quarter of the present year, the net op- 
erating deficit was $147,000, due to the 
slump in zinc prices and to a lower mar- 
ket for silver. There has been no radi- 
cal change for the better in market con- 
ditions since the beginning of the third 
quarter, and it is probable that an even 
larger operating deficit will be shown in 
the forthcoming report. 

Chile Copper Co.—September output 
of copper was 9,496,000 Ibs. This com- 
pares with 10,640,000 Ibs. in August, 
9,904,000 Ibs. in July, 7,500,000 Ibs. in June 
and 7,044,000 Ibs. in September of last 


year. 
Granby Consolidated Mining, Smelt- 
ing & Power Co., Ltd—Copper pro- 


duction in September amounted to 2,- 
239,174 Ibs., compared with 2,471,200 Ibs. 
in August, 2,400,000 Ibs. in July, and 
1,584,515 Ibs. in September of last year. 
For the six months ended June 30th 
last the company reports net profits after 
charges but before taxes, of $443,586. 
Kerr Lake Mines, Ltd.—Production 
falling. In his annual report to the 
stockholders President Adolph Lewi- 
sohn states that owing to the graduai 
exhaustion of the reserves of high grade 
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The business executives 
of Chicago are excellent 
prospects for the invest- 
ment house with some- 
thing worth while to of- 
fer. They can be reached 
through the new 


Commercial Edition 


of the 
Herald and Examiner 


Every morning thousands of 
Chicago’s most successful busi- 
ness men read the COMMER- 
CIAL EDITION of the Herald 
and Examiner. It is their me- 
dium for keeping in touch with 
current financial events, mar- 
kets, price tendencies and busi- 
ness conditions. 


You can easily perceive the value 
of such a medium. Not only does 
it bring your proposition directly 
to the investment buyer, but it 
does so at the time of day when 
he is most alert and responsive. 
in the morning hours. 


Two for the price 
of one 


Any advertiser who uses the 
Herald and Examiner is in real- 
ity getting two mediums for the 
price of one. For all the adver- 
tising which appears in the reg- 
ular editions also appears in the 
COMMERCIAL EDITION at 
no additional cost. You receive 
a PLUS circulation, reaching an 
audience of more than 344,000 
daily and more than 638,000 
Suriday. 
Significant: 

A year ago the Herald 

and Examiner sold for 

2c a copy; today it sells 

for 3c. Since the in- 

crease in price, circula- 


tion has increased more 
than 30,000! 


HERACDEEEXAMINER 


Largest 3 cent morning circulation 
in America 









































and low grade ore at the Cobalt property 
of the company, silver produced in the 
year ended August 3lst, last, was con- 
siderably less than in the preceding year, 
and the cost of production higher. The 
mine, he states, is now producing each 
month a relatively small amount of sil- 
ver, while no definite estimate can be 
made as to how long this will continue. 
Gross production for the year ended 
August 3lst, 1920, amounted to 956,049 
ounces of.silver and 42,654 Ibs. of cobalt. 

Financial statement covering the year 
ended August 3lst, 1920, shows surplus 
after expenses and taxes, of $916,089; 
which is equivalent to $1.53 a share on 
the $600,000 shares of capital stock, 
against $622,158, or $1.03 a share in the 
preceding year. 

The company’s gross production for 
the year amounted to 956,049 ounces of 
silver and 42,654 pounds of cobalt. The 
total cost of silver production was 56.04 
cents an ounce. 

New Cornelia Copper Co.—Septem- 
ber output of the company’s mines was 
3,314,000 pounds of copper, compared 
with 3,842,000 Ibs. in August and 3,898,- 
000 Ibs. in September last year. 

North Butte Mining Co.—September 
production amounted to 1,434,159 Ibs. 
of copper, against 1,286,137 in August. 
Silver output was 59,661 ounces, and gold, 
85 ounces. 

Osceola Mining Co.—Owing to the 
lethargic metal market, the directors 
failed to take action on the dividend, 
due in October. In the first half of the 
year the company made two disburse- 
ments of 50 cents each. Nothing has 
been paid since. The fact, too, that the 
company’s developed ore has shown a 
steady decrease in its copper contents in 
recent years, as a result of which the 
company has been an increasing high cost 
producer, also influenced the directors’ 
decision to omit the dividend. 

Tonopah-Belmont Development Co. 
—Income account for the three months 
ended June 30th, last, showed total re- 
ceipts of $384,594, as compared with 
$419,015 for the previous three months, 
and net earnings of $81,627, against $100,- 
528. 


Virginia Iron, Coal & Coke Co.— 
Financial statement covering the eight 
months ended August 3lst, last, shows 
gross receipts from earnings and miscel- 
laneous income, of $4,674,525, and a sur- 
plus, after charges and Federal taxes, of 
$2,117,376, equivalent to $23.33 a share 
on the $9,073,600 capital stock. 

The balance sheet as of October 3lst 
last shows cash on hand of $1,308,686, 
bills receivable, $65,502; accounts receiv- 
able, $59,417; accounts payable, $341,898, 
and profit and loss surplus of $2,333,606 








PUBLIC UTILITIES 








American Power & Light Co.—Gross 
earnings of subsidiary companies in 
August amounted to $1,735,273, compared 
with $1,264,497 in August, 1919, and net 


earnings totalled $478,398 compared with 
‘$450,982 


For the twelve months ended with 
August gross earnings were $19,506,687, 
compared with $15,280,415 for the pre- 
ceding twelve months, ond, net earnings 
$7,069,639 against $5,629,62 

American Telephone 4 Telegraph 
Co.—Earnings report for the nine 
months ended September 30th last, 
showed surplus, —. charges and Fed- 


. eral taxes, of $39,158,721, equivalent to 
$8.85 a share on the $442,178, 


000 outstand- 


ing samuel Mock, or at the annual rate 
of $11.80 a share. 

Cities Service Co.—Gross earnings for 
September totalled $2,074,805, and sur- 
plus after fixed charges amounted to 
$1,844,886, comparing with gross earnings 
of $1,460,921, and surplus of $1,241,238 
for September of last year. 

For the 12 months ended with Septem- 
ber. gross earnings totalled $23,818,909, 
compared with $20,519,519 for the pre- 
ceding 12 months, and surplus after fixed 
charges totalled $21,187,850, against $18,- 
212,114. 

Cleveland Telephone Co.—Capital in- 
creased. Stockholders at a_ special 
meeting recently authorized an increase 
in the capital stock of the Ege ag 
from $6,000,000 to $30,000,000. It is 
stated that the capital increase is to 
provide for the purchase of the ex- 
changes and toll lines of the Central 
Union Telephone Company within the 
state of Ohio. This company’s lines ex- 
tend throughout fifty-two of the eighty- 
eight counties in the state, while it 
operates exchanges in_ sixty-six Ohio 
cities, with a total of 170,000 telephone 
stations. 

Columbia Gas & Electric Co.—Gross 
earnings for the 12 months ended Sep- 
tember 30th, last, amounted to $14,- 
124,767, compared with $11,627,916 for 
the preceding 12 months, and surplus 
after charges was $4,548,869, against 
$2,913,077. 

Commonwealth Power, 
Light Co.—August earnings. 


Railway & 
The com- 


pany and its subsidiaries report for the ° 


month of August gross earnings of $2,- 
627,694, compared with $2,142,021 for 
August, 1919, and a surplus, after fixed 
charges, of $43,269, against $146,602 last 
year. After payment of preferred divi- 
dends there was a deficit of $46,495, 
which compares with a surplus of $56,- 
837 a year ago. For the 12 months 
ended with August, gross earnings were 
$29,648,630, compared with $24,417,558 
for the preceding 12 months. Surplus, 
after fixed charges, was $2,169,479, com- 
pared with $1,865,311, and the balance, 
after preferred dividends, was $1,092,- 
299, against $788,131. 

Consolidated Gas Company of New 
York.—On the basis of the 50% in- 
crease in gas rates, effective until 
March Ist, next, recently granted by 
the Federal Court in New York City, 
it is estimated that the company will 
receive a net income of $7,600,000 a 
year on an output of 19,000,000,000 
cubic feet of gas. This would mean 
profits of about $7.60 a share on the com- 
pany’s common stock, Adding to this 
the income from the company’s electric 
lighting properties, total earnings should 
equal $15 a share on the company’s $100,- 
000,000 outstanding capital stock. 

Mississippi River Power Co.—Gross 
earnings for August were $41,995, as 
against $194,965 for August last year, and 
surplus after charges was $86,758, com- 
pared with $50,588 

For the twelve months ended with 
August gross earnings were $2,576,058, 
against $2,240,056 for the preceding twelve 
months. Surplus after fixed charges was 
$886,843, as compared with $503,785. 

Public Service Corp’n of New Jer- 
sey.—Total operating revenue for Aug- 
ust was $2,297,305, against $2,145,363 in 
August of last year, and net income was 
$396,211, against $479,176. The result of 
the month’s operations was a deficit, after 
reductions, of $30,103, against net mayne 
of $54,822 for the same month last 

United Railways Investment coe 
Annual report for the fiscal year ended 
June 30th last, shows total income, be- 
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‘fore taxes and charges, of $1,730,718, 
against $1,666,192 in the preceding year. 
After deducting expenses and taxes, and 
making provision for losses on securities 
owned, there was a profit and loss credit 
of $132,420, compared with $75,370 for 
the preceding year. Total profit and loss 
surplus on June 30th last was $7,472,025. 

Utah Securities Corp’n.—Income ac- 
count for the year ended December 
3ist, 1919 (including * undistributed 
earnings of the corporation’s subsidiary, 
Utah Power & Light Co., and subsid- 
jaries of the latter) ‘shows total gross 
earnings of $764,664, compared with 
$906,080 for the preceding year, and 
combined net income, after expenses, 
taxes and fixed charges, of $111,674, 
against $254,692. 

The Utah Utilities Commission has 
rendered a decision by which all special 
contract customers of the Utah Power 
& Light Co., an operating subsidiary, are 
immediately placed on the company’s 
standard schedule. It is estimated that 
this decision will tnable the company to 
about 


increase its gross revenue by 
$1,000,000 per annum. 

Virginia Railway & Power Co.— 
Gross earnings in September were 


$936,654, and surplus after charges was 
$42,274, comparing with gross of $770,- 
151, and surplus of $94,706 for the same 
month last year. 

For the three months ended with Sep- 
tember gross earnings were $2,754,425, and 
surplus after charges, $141,193. This 
compares with gross of $2,293,197, and 
surplus of $278,924 for the correspond- 
ing period of 1919. 








OIL NOTES 








Caddo Central Oil & Refining Corp’n. 
—Gross revenue for the period from 
January Ist, 1920, to August 3lst, last, 
was $4,826,994, and surplus, and after 
charges and taxes, was $915,256, equal 
io $6.10 a share on the 150,000 shares 
of outstanding capital stock. 

The balance sheet as of August 3lst 
last, showed cash in bank and on hand 
of $318,557, inventories $1,109,185; ac- 
counts receivable, $340,604; accounts 
payable, $376,408; notes payable, $1,- 
188,634; net surplus, $878,124, and total 
assets and liabilities of $24,951,627. 

Home Oil Refining Co.—Reorganiza- 
tion Plan—Under the plan which has 
been adopted by the reorganization 
committee, $1,850,000 cash will be re- 
quired for the purchase of properties 
to be acquired, to provide working cap- 
ital, to improve plant, etc. New 7% 
cumulative preferred stock will be au- 
thorized to the amount of $2,500,000, of 
which $1,600,000 will be distributed to 
unsecured creditors at par in settlement 
of their claims and sold for cash. Of 
the 1,000,000 newly authorized common 
shares (no par value), 500,000 will be 
offered to present shareholders at $2.50 
a share. f the new 3-year notes, not 
exceeding $500,000 will be sold for cash 
on account of cash requirements of the 
plan. For each share in the old com- 
pany assenting shareholders may sub- 
scribe to 1% new common shares at 
$2.50 a share, and may also, subject to 
allotment, purchase within 40 days from 
September 22nd at $2.50 a share, any 
unsubscribed balance of the initial issue 
of 500,000 shares, The unsubscribed 
portion may be sold by the committee 
at not less than $4 a share. < 

Invincible Oil Corp’n.—Net earnings 
for August were $722,691, before pro- 
vision for depletion, depreciation and 
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taxes. Net for the eight months was 
$6,688,440. Deducting interest charges, 
the company is earning at this rate over 
$26 a share, before depreciation, de- 
pletion and taxes. 

Marland Refining Co.—At a recent 
meeting of the directors of the newly 
organized company, it was decided to 
offer to exchange shares of the com- 
pany on the basis of one share for one 
share of the Marland Refining (old 
company) and one share for 20 shares 
of the Tay County Gas Co. The pro- 
posed exchange will involve approxi- 
mately 850,000 shares of the new com- 
pany, which has a total capitalization 
of 2,000,000 shares. No new financing 
is contemplated, it is said. 

Sinclair Consolidated Oil Corp’n.— 
Mexican production. It is estimated 
that the corporation and its affiliated 
companies are producing and selling 
more than 110,000 barrels of Mexican 
crude oil daily, or at the rate of more 
than 40,000,000 barrels annually. As 
the total movement of oil out of Mex- 
ico is about 190,000,000 barrels annually, 
Sinclair Oil’s contribution to the total 
amounts to about 20%. It is stated that 
the company itself is producing and 
marketing more than 55,000 barrels 
daily, and one of its affiliated com- 
panies, the Mexican Seaboard Oil Co., 
about the same amount daily. 

Texas Co.—The company’s opera- 
tions have been maintained at such high 
speed throughout the year that a new 
high record in gross earnings will prob- 
ably be registered for 1920. Last year 
the company’s total business amounted 
to nearly $103,000,000. The company 
has a refining capacity of approximately 
90,000 barrels a day, while its oil pro- 
duction in this country has been run- 
ning somewhat better than 55,000 bar- 
rels daily. Recently production has 
risen considerably above this figure, 
owing to the large flow from the big 
Abrams well in the East Columbia 
(Texas) district. 

Ventura Consolidated Oil Fields.— 
Output of crude oil for the quarter 
ended September 30th last was 368,935 
barrels, compared with 330,624 barrels 
for the second quarter, and 327,090 bar- 
rels for the first quarter of the current 
year. 

Sales in the third quarter totalled 
$1,678,995, against $1,302,450 in the sec- 
ond quarter, and $1.115,946 in the first 
three months. 
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The best foundation for accurate mar- 
ket judgment is a knowledge and continu- 
ous study of the technical position, or in 
other words, of, the supply and demand 
and a system that will guide an investor 
as to which industry; and in which se- 
curity of that industry he should invest; 
when the purchase should be made; when 
he should sell after the securities have 
been bought; and will keep him posted 
as to the constant shifting toward better 
or worse conditions that bring new fields 
of industry into the limelight, with their 
accompanying investment opportunities, is 
certainly the one that places the imprint 
of science on business in Wall Street. 
And that marks the downfall of the king 
of chance and the substitution for him of 
a democratic executive supported by an 
analytical staff. 
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42 Broadway New York 
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and Oorrespond 
throughout the United States. 









































The Advantage 
of Buying 
Odd Lots 


You—with small capi- 
tal may not realize 
what an opportunity 
Odd Lots offer. 


You envy the man who 
has ,capital or credit 
and “ean buy sound 
securities. In Odd Lots 
you have the same op- 
portunity. Let us tell 
you all about it. 


Write for Booklet M. W. 


(HisHoLm & (HAPMAN 


Members New York Stock Exchange 
71 Broadway, New York City 
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Averaging 


—How to Make Averaging 
Pay 


—Correct and _ Incorrect 
Methods of Averaging 


—Averaging with Margins 
The above subject is fully ex- 


plained in Chapter II of our 
booklet. 


“Five Successful Meth- 
ods of Operating in 
the Stock Market.” 


Written by Mr. Thos. L. Sex- 
smith. 32 pages illustrated by 
graphs. Copy on request. 


Ask for Booklet MW-3. 


SEXSMITH 


*AND COMPANY 


Tel. Rector 3894-5-6-7 
107 Liberty Street New York 






























113% 


We are offering an un- 
usually attractive indus- 
trial stock, preferred as 
to assets, at a price to 
yield 1114%. This 
Company is earning at 
the rate of ten times the 


dividend requirement. 


Particulars on application 


+ 


Edward W. Clucas 


Member New York Stock Exchange 
74 Broadway New York 


Phone Rector 881 



























machinery and supplies up to the mines 
very easily, 

Hitherto the working of the mines in 
Peru has been on primitive lines, but a 
500-horsepower hydro-electric plant has 
just been started up which will give all 
the power and light needed for efficient 
work. The Foundation Company has built 
this plant and is now engaged on surveys 
for a hydro-electric plant to give 20,000 
horsepower. 

If this larger hydro-electric plant is in- 
stalled, it is intended to reduce the ore in 
Peru and thus do away with the costly 
carriage to Pittsburgh, which includes car- 
riage of a good deal of dead weight. 

Colonel Baker, vice-president of the Va- 
nadium Corporation, has recently returned 
from Peru and he states that the mines are 
producing about five times the amount of 
ore that was produced a year ago. A 
large amount is ready for transportation 
but conditions at Callao are not good at 
present because of the labor difficulties. 

The water coming from the mine has a 
greenish hue due to the vanadium in it. 
The corporation has therefore built a dam 
and fecovery plant on the stream that runs 
from the mine. This has cost about $50,- 
000 and it is estimated that the value of 
the vanadium recovered from it per an- 
num will be five to ten times that figure. 

The improvements ‘which have been 
made by the introduction of electric power 
at the mines and better means of trans- 
portation by railway, thus giving a regular 
and much larger supply of ore, and other 
improvements will result in increased earn- 
ings for the Vanadium Corporation. 


Financial Data 


During the war the American Vanadium 
Company and the Vanadium Corporation 
supplied very large quantities of ferro- 
wanadium to the various allied govern- 
ments and it is to their credit to state 
that they took no advantage of their mo- 
nopolistic position to force prices. They 
supplied the metal at $1.80 per pound. 

The present price of contained vanadium 
is $6 to $6.50 per pound, which is $2.50 
more than last year. This gives a hand- 
some profit and at the beginning of 1920 
it was estimated that the corporation 
would earn at least $12 a share. There 
is no lack of orders;-in fact, the corpora- 
tion is far behind in its deliveries. Prac- 
tically ever since 1916 production has been 
well behind consumption, so the slump in 
the automobile industry will have little or 
no effect. 


The table herewith shows the company’s 
balance sheet for the year ending January 
21, 1920. 


To the month of June, 1920, the in- 
come account shows the following 
figures: 


Genes GS ccc ccccsvcccd $1,803,587 
Operating Profit ......... 763,113 
Federal Taxes ........... 318,399 
Other Income ....... ease 6,569 
Net for Dividends ....... 451,283 


The net dividends were over twice as 
much as for May and nearly fou 
times as much as for the months of 
March and April. 


J. L. Replogle is chairman of the cor. 
poration and among the directors are the 
well-known names of Charles M. Schwab, 
Gen. Coleman DuPont, Harry Payne 
Whitney, E. R. Tucker, vice-president of 
the Chase National Bank. Another direc. 
tor is E. E. Fernandine, a wealthy Peru. 
vian, from whom the mines were originally 
purchased by the American Vanadium 
Company at a ridiculously low figure— 
vol. 24, p. 953. 





CZECHOSLOVAKIA CAN PRODUCE 
PAPER 


Czechoslovakia is suitably adapted to 
the production of white paper, according 
to the Czechoslavakia Review, which says: 
Its forests are scientifically cultivated and 
offer practically inexhaustible, though 
limited, supplies of wood for the produc- 
tion of this necessity. 

The dense forests of Slovakia and 
Russinia offer excellent locations for the 
erection of pulp and paper mills on rivers 
where power may be secured at a mini- 
mum cost, 

It is necessary, continues the Review, 
to understand that new mills must be 
erected to conform to the requirements 
of the American paper trade. It would 
be possible to manufacture machinery in 
the Czechoslovak machine shops, either in 
Prague, Pilsen or Brno, from American 
plans, thus saving much time, manufac- 
turing and transportation costs. There is 
no doubt but what the government would 
give an undertaking of this character its 
wholehearted support. 

Working forces could be recruited from 
among the Czechoslovak people, whose 
wages, while large in the number of 
crowns, when converted into dollars are 
but meagre. 





REACTION IN STEEL PRICES WILL 
BE SLOW 
Chairman Topping, of Republic Iron & 
Steel Co. Is Optimistic 

“In my opinion, the process of deflating 
iron and steel prices will be necessarily 
slow, regardless of the movement down- 
ward in other lines, because production of 
iron and steel abroad is restricted by 
scarcity and high prices of fuel and other 
influences tending to increased cost and 
restricted output.” 





DEBENTURE BONDS 

Many corporations have issued what 
are known as Debenture Bonds. This 
issue should be scrutinized as, in most 
cases, while reasonably safe, they are not 
bonds in the sense that is commonly un- 
derstood, as they are seldom backed by 
mortgage security. They really are notes, 
promising to pay, and merely take prece- 
dence over preferred and common stock 
issues. 
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Canada. 
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GREENSHIELDS & CO, 
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WE SPECIALIZE IN 


Detroit Motor 
Stocks 
Gladys Belle Oil 
Invader Oil of 
Oklahoma 
Noble Oil & Gas 


W.A. HAMLIN & C0. 








Penobscot Bldg. Detroit | 
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0 Haw’n Sug ($20)..20c M 
. Haw’n i> ext. = M 


General Cigar, c.. 1%%O 
Gen Op, p ($50).a$1.50 Q 
Gen Tire & Rub, c. 4 % 


Gossard (H_W) p. 14 %0 


Grant Mo Car, p. : 
Grant Mo C, et$i0) 14%Q 10-15 . 
Hav E R, P&P. ps 10-23 11-1 
Hav E R, & P, c$3 S 10-23 -1 
Haw’n C& § ($25), 25¢ M 10-25 : 
Haw’n C & S, ext.75c 10-25 


~~ 


Paid to Div. 
Amt. Stockof Pay 
Name Declared Record able 
Am. Chicle, ¢ (n. p)$! Q 10-20 11-1 
Amer Cigar, c... % 10-15 11-1 
Am Ex Nat =. » 2 e3 10-22 11-1 
Amer Glue, c..... 10-16 11-1 
Amer Lt & Tract, Pp 140 10-15 11-1 
Am Lt & Tr, c. 10-15 11-1 
Am Lt & Tr, © ext, ei = 10-15 11-1 
Am Vit Prod, Pp. 10-15 11-1 
Art Met Con isioyise 10-15 10-30 
Art Met Con, ex. * 10-15 11-30 
Assoc Drygoods, c. 10-16 11-1 
Atlantic Ref, ar ‘ 1M 10-15 11-1 
Atlas a Se > 1A% 10-20 11-1 
Atlas Tack, c..... 10-21 11-1 
Avery Co, c s oe. cigo® 10-11 11-1 
Biery Oil Co, p.. 246% 10-22 11-2 
Biery Oil Co, c... 2%% 10-22 11-2 
Biglow-H Carpet, p 14% 10-18 11-1 
Biglow-H Carpet, ¢c 24%Q 10-18 11-1 
Brit-C Fish & Pack 1429 11-10 11-20 
Brit-Colum Pack, ¢c 3 %Q 11-10 11-20 
Brown Shoe, p.... 14% 10-20 11-1 
Bunte Bros, p.... iKh% 10-25 11-1 
Burns Bros, peace 14% 10-23 11-1 
Burns Bros, 2% % 1i- 1 11-15 
Butler Bros ($20). 62%e 10-15 11-1 
Convert ($10) 14% 10-30 11-15 
Cape Breton = 3 S 10-18 11-1 
Cartier, Inc, 1%%0O 10-15 10-30 
Cin, S & Cl ($30): ‘$1. 50 S 10-23 11-1 
Cit S, bs sh (nm par)gg41%ec 10-15 11-1 
Cluett Peabody, c. %QO 10-21 11-1 
Col Fuel & Iron, Pp. 2 %O 10-30 11-20 
Col Fuel & Iron, ¢ %%O 10-30 11-20 
Colum Graph Fac, p 10-20 11-1 
Con Mills, Ist p. .$1.75 o 10-15 11-1 
Conn Ry & Ltg, p. 1%%O 10-30 11-15 
Conn Ry & Ltg, c. 14%O 10-30 11-15 
Consolidated Coal. 14%O 10-21 10-30 
Corn Exch Bank... 5 %O 10-30 11-1 
Cosden & Co, c($5)12%e¢ O 9-30 11-1 
Cosden & Co, c (np)62%cO 9-30 11-1 
Cudahy Pack, 7%. p 3%%S 10-20 11-1 
Cudahy Pack. 6%,.p 3 %S 10-20 11-1 
Dodge St Pulley, p. 14%Q 10-21 11-1 
duPont Ch, p ( $).a10 % 10-25 11-5 
duPont Ch, c($5).al0 % 10-25 11-5 
Durham Hosiery, p 14 %0 10-20 11-1 
Eastman Kdk, c ex. 10-30 11-15 
Edison E I of Bos. 3 %9 10-15 11-1 
Edison E I of Broc.$2 10-16 11-1 
Eisenlohr(O)& B, c 1%4%O 11-1 11-15 
Elec Bd & Sh, p.. 1%4%0O 10-16 11-1 
Elgin Nat Watch.. 2 %O 10-23 11-1 
Elk Bas Cn Pt($S5) 2%4%O 10-15 11-1 
Emerson Brant, p. 14%Q 10-15 11-1 
Exchange Buffet...$2 O 10-15 10-30 
Fairbanks Co, Ist p2 %Q 10-20 11-1 
Fajardo Sugar.... 2%%Q 10-18 11-1 
Fall Riv Gas Wk.$3 O 10-15 1 1 
Federal Se Ref, p 14%Q 10-22 11-1 
Federal Sg Ref, c. 14%Q 10-22 11-1 
Finance Co of Pa2 P14 %O 10-16 11-1 
Fisher Body, p... 14% 10-20 11-1 
Fisher By, c (n p)$2.50 OQ 10-20 11-1 
Ft Worth P & L, p 14%O 10-21 : : 
1 1 
1 1 
1 1 
1 1 
1 1 
11-15 
11-15 
11- § 
1 5 
11-10 
11-15 

1 

1 

1 
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Hays Mfg, p..... oO ; 1 
Hodgman Rubber, 32 Q 10-15 1 
Holling Gld Min, ex. 5c 10-20 3 
Holt Mfg, ist p.. 14% 10-20 11-1 
Hood Rubber, p... 14% 10-20 11-1 
Hought Co E L, p.75c 5S 10-15 11-1 
Hought Co E L, c. ore 4 10-15 11-1 
Huop M C, c cme) 2% 10-15 11-1 
Idaho Power, Pp... Het 10-15 11-1 
Ill North Util, P:: 14%0 10-20 11-1 
Internat’! Nickel, p. 14%Q 10-16 11-1 
Tef & CIC &ITpex3 &% 11-10 11-15 
Kaufman Dep St, c.$1 Oo 10-20 11-1 
Kelly-Spg Tre, 8%.p 2 %O 11-1 11-15 
Kelly- SPs T, o($25)$1 O 10-15 11-1 
Kelly-Spg T. cex.e3 %O 10-15 11-1 
Kress (S H). c.... 1 %O 10-20 11-1 
Lancaster Mills. p.. 14 %O 10-20 11-1 
Laurel Lake Mills. 2 % 10-19 11-1 
Leslie Oil Co..... 14%M 10-15 11-1 
Lima Locomotive, 1%%O 10-15 11-1 
Loew’s Inc(nopar)50c © 10-16 11-1 
Loose-Wil Bi, 2 p.m$1.75 10-16 11-1 
Lowell Elec Lt... 24%Q 10-15 11-1 
Luther Mfg . 3 %O 10-19 11-1 
Mass Cotton Mills. $4 O 10-14 11-10 
McElw (WH), 19 14%%QO 10-15 11-1 
McEICW H).2 p($S0)14%O 1015 11-1 
McEl_ (W H).c($50)1%4%%O 10-15 11- : 
Merchants Mfg ... 3 %Q 10-23 11- 





Saves Office Space 


Big business heads and office managers 
everywhere have discovered that stenog- 
raphers do more work with less fatigue, 
and valuable space can be saved by adopt- 
ing the 


“SATELLITE” 
TYPEWRITER STAND 


Adjustable as 
to height in a 
few seconds. 
Puts key- 
board where 
individual 
typist wants 
it. Rolls 
easily on 
heavy casters. 
Time saver in small 
offices. 












Made entirely of 
steel, Sreprest and 
sturdy. Vill last 
am = a forever. Does not 
{ndestrectible ~~~, A 
Practical with use. Handsome 
and practical — the 


most adjustable and 
portable of all type- 
writer stands, 

“Satellite” 
writer 


type- 
stands are 
being used in 
many banks and 
account- 
ing houses. Such 
business concerns 
as the Standard Oil Company, J. P. Morgan, 
Underwood Typewriter Co., White Motor 
Co., The Larkin Co., Remington Typewriter 
Co., Dayton Engineering Laboratories Co., 
etc., etc., find the “Satellite” 100% satis- 
factory. 


The price is low. Write today to Dept. D. 


Adjustable Table Company 
GRAND RAPIDS MICHIGAN 











$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in Established 
Financial Institution 


—Enjoying unusual confidence. 


—Well protected by 
Banking Laws. 


stringent State 


—Lending money on good security on 
the safest basis ‘known to bankers— 
widely distributed small loans. 

with an 
proved 


—Under strong management, 
enviable 7 years’ record of 
dependability. 


—An opportunity to share in at least 
one-third of the substantial profits. 


—Yielding a total of 11% to the bond 

holders now and for several years 
past, and growing steadily with the 
solid expansion of its loan service in 
many States. 
A combination of oe one of the 
elements of security demanded by 
the most conservative investor, car- 
rying with it a large share of the 
profits. 

Over a Quarter Century of experience 

in finance and business management is 

behind our recommendation of this in- 
vestment. 


Send for Circular B giving full details. 


——<« ESTABLISHED 1993 
PECIALIZE IN SOUND SECURITIES 
VIELDING ABOVE THE AVFRAGE 


N. Y. C. 


Cities 


26 Cortlandt St., 


Branches in Many Principal 



























YIELDING 14% 


AT PRESENT LOW 
PRICES 


The company is one of the 
largest of its kind in the 
world. Its net earnings for 
the past year were more 
' than $22,500,000 — over 
40% on its outstanding com- 
mon stock—total surplus 
and reserves over $50,000,- 
000. 
Dividends are paid and 
Statement of Earnings 
rendered monthly. 
Net earnings have increased 
this year over the preceding 
year so that there should be 
an enhancement in market 
price as soon as more sta- 
bilized market conditions 
prevail. 

This security enjoys a 
broad market and we recom- 
mend it on account of its 
high income yield and prob- 
able market appreciation. 


Copy of circular on request 
Ask for M.W. 4 


MAGUIRE & BURLEIGH 


STOCKS AND BONDS 


170 Broadway New York 
Phone Cortlandt 3573 























NEW DESCRIPTIVE BOOKLET 


ON 


Mailed to 
Investors 
Free upon 
request 


New 


STANDARD 
18th Edition 


O 
= 


ISSUES 


This booklet contains all the 
1919 financial statements of 
the Standard Oil companies 
issued to date, together with 
other important information 
and a comprehensive review 
of the general oil situation. 


. 


cam H.PrORZHERAER aD 


Dealers in Standard Oil Securities 


25 Bread St, HW. Y. Phones Bread 4860-1-2-3-4 
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Paid to 
Ann. Amt. Stock of 
Rate Name Declared Record 


10% Merrist Oil ($10)... 24% 10-30 
Miami Comper ($5).50c 
$4 Mid St & ($50) .$1 
Midwest Ref ($50).$1 
- Midwest Ref, ext.$1 
Mil El Ry & Lt, p. 1 
% Montreal Tram, c. 
Mullins Body, p. 
Mull By, c(no par). $ 
Nash Motors, p... 
National Biscuit, p. 
National Brewer, Pp. 
National Tea, p.. 
New Cen Cl ( 20) .2 2 
North States Pow, p 1% 
Pac Cst Co, Ist p. 1% 
Pac Cst Co 2d p. 1 
Pacific Cst Co, c.. 1 
Pacific Finance, p.$2 
1 
1 
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De ee 
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ate Wararaz 
SEES Ee oO 


Sane So~ 


Pac G&E(Cal).1ist p 1% 
Pac yy oe P ¥% 
Pac Pow & Pp. 1%% 
Pack M C, und; 25¢ 
Patagon Refining, p 14% 
Paragon Re, c($25) 24% 
Pere Marq, prior, p 14% 
Phil W & Cl Stor.$3 
.++ Phil War & C S, ex.$2 
. Philip Morris($10) . 10c 
Philips-Jones Co, p 1 
Pitts Oil & Gas 2 
Plant(Thos G)Co, ’D : 
Portland G & C, pi 
Prod & R Cp, p($10) 17 
Pro & R Cp, c($10)12% 
Public Ser » 1% 
Public Ser of NL p p 1% 
Public Ser of N I, c 1% 
Pyrene Mfg, e($10) 25¢ 
Revillon, ne, p...$2 
Russell Mo Car, p 
Russell Mo Car, :: 
Santa Cecelia Sug, p 
San Ce S, c(no par) 25¢ 
Sapulpa Ref ($5). 
Sears Roebuck, c.. 
Shove Cotton Mills. 
Sierra Pac "4 P. 
Simmons Co, p. 
Sloss-Sh Stl a Ir c 
Stand Mr Co ars 
Stover Mfg & E, 
Tampa Elec Co.. Feo. 
Taylor-Wh Ir & s pl 
Texas Atl Oil. 2 
Texas Ch Oil ($10) 14%M 
Tobacco Products,c. ane Q 
- Unc £o A4eee 
United Dg, 1 p($50)1%% 22 
Ss 
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U S Rubber, Ist P 2 
U. S. Rubber, c.. 2 %&% 
. Utah-Apex Min. 
Vacuum Oil Se 
Ventura Cons Oil.. Q 
-... Web Heilb, c(n p).50c 
7% West Penn Pow, a 


*&’' & 


oe, ft te 
et tt a tt tt > het > 


Wheel M & F,c(n p)50c 
$1 Willys-Over, c ($25)25c 
$5 Wilson & Co,c(n p)$1.25 


alnitial dividend. 

dPayable in scrip. 

gglncludes regular monthly %% cash divi- 
dends and cash proceeds derived from sale of 
stock dividends due on Bankers Shares. 

mOn account of accumulations. 


10-21 





SPAIN HAS LABOR TROUBLES TOO 


The Rio Tinto Company has announced 
that it proposes to pay no interim divi- 
dends on the ordinary shares,. The di- 
rectors, in a brief report, make the fol- 
lowing statement: 

“The labor situation in Spain generally 
has been and is very unsatisfactory. For 
more than two months our operations 
have been almost at a standstill, Till 
then our workmen were fairly satisfied, 
as we were supplying essential foods at 
pre-war prices, and during the last few 
years had greatly improved social and 
general conditions of life and had 
modernized housing. The men recently 
applied for increased pay in lieu of food 
benefits, and we have acceded to their re- 
quest, and, so far as we can judge, the 
men generally are satisfied with the in- 
creases granted to cover the extra cost 
of living. Outside influences, however, 
are extremely strong, and are preventing 
the workmen from resuming operations; 
and, though negotiations continue, no 
settlement has yet been arrived at.” 


LOWER PRICES WILL NOT HARM 
LABOR OR ITS PRODUCTS 
Thomas B. McAdams, Vice-President of 

A. B. A., Calls Outlook “Very Hopeful” 

“The Reserve Board has been criticized 
mainly because of a failure on the part of 
the public to understand the situation, 
The Board is not empowered to perform 
the function that the farmers and cot- 
ton growers would have it perform. In- 
stead of performing this function it is giy- 
ing the banks the opportunity to decide 
who is entitled to credit and for what 
length of time. 

“The outlook is very hopeful. There 
may be some slight business stagnation 
while the country is recuperating, and 
there are bound to be lower prices. But 
lower prices are going to work no harm, 
either to labor or the products of labor. 
It will surprise some to know that dur- 
ing September the Federal Reserve” banks 
rediscounted 14% more paper than it did 
in September of last year.” 





BUSINESS SHOULD NOT CONCLUDE 
THAT COMMODITIES ARE 
WORTHLESS 
R. L. Austin, Philadelphia Reserve Bank, 
Gives Some Constructive Advice 
“We do not want to lose our heads and 
act as though our wheat, corn, leather, 
sugar, etc., are not worth anything. There 
is no necessity for unduly forcing any- 
thing. There is plenty of stimulus in the 
abundant crops, the greatest resources of 
the country, and in the general financial 

stability of the business community. 

“While the declines in prices now tak- 
ing place may not have been unexpected, 
they nevertheless cannot be accepted with 
perfect equanimity; they do produce more 
or less concern and anxiety, and the 
banker views the situation today as being 
feverish. This does not mean that he 
thinks, to use a human simile, that the 
patient is seriously ill. One does not 
worry unduly about a fever, if one knows 
that it does not portend some fatal disease. 

“In this case the heart is sound and act- 
ing well, the pulse is good. The trouble 
seems to be in the processes of digestion, 
and careful nursing is necessary. Defla- 
tion is always painful and the patient needs 
to be reassured, not alarmed. 

“Concerns with large inventories want 
to keep close to their financial friends. 
There may be further declines in prices, 
and I am not sure that the attitude of one 
of our largest merchants, as expressed to 
us a few days ago, is not the correct one; 
that is, that notwithstanding the fact that 
he was losing money every day on the 
decline of the price of the merchandise he 
held, he hoped the decline would continue 
until a price was reached that everyone 
recognized as bottom, and then he would 
have a firm foundation on which to do 
business.” 
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+ Graphic Charts of 40 Active Stocks | 


Information you need at a glance 


Analytical Summaries of Annual Reports facilitat- 
ing comparison of Earnings; Working Capital, Divi- 


dend Records and Prospects; 


Monthly and Weekly 


Price Swings with Volume of Weekly Transactions-— 
all presented by Graphic Charts of 40 Active Stocks, 
published monthly in book form. 


with each stock. 


in each situation. 


American Beet Sugar Co. 
American Can Co. 

American Car & Foundry Co. 
American International Corp. 
American Linseed Co. 


American Locomotive Co. 


American Sugar Refining Co. 
American Sumatra Tobacco Co. 
American Woolen Co. 

Anaconda Copper Mining Co. 
Baldwin Locomotive Works. 
Bethlehem Steel Corp. 

Canadian Pacific Railway Co. 
Central Leather Co. 

Chesapeake & Ohio Railway Co. 


Chino Copper Co. 

Corn Products Refining Co. 
Crucible Steel Co. of America. 
General Electric Co. 


American Smelting & Refining Co. 


Chicago, Milwaukee & St. Paul Ry. 


Send Now for April Graphic Charts 


Each monthly issue contains 80 pages of charts (2 pages 
for each stock), of 40 active Stock Exchange Securities. A 
financial statement for each year from 1912 to 1919 is recorded 


For the past six months the graphic charts record the 
high and low of weekly price movements as well as the 
weekly volume of transactions. 
show the high and low monthly price movements. 

Price and volume charts show accumulation and distribu- 
tion zones, trading levels and the characteristic market action 


From 1914 to 1919 the charts 


Here Are the 40 Stocks Recorded: 


General Motors Corp. 

Goodrich (B. F.) Co. 

Inspiration Consolidated Copper Co. 

International Mercantile Marine Co., 
Common. 

International Mercantile Marine Co., 
Preferred. 

Mexican Petroleum Co., Ltd. 

New York Central R. R. Co. 

Pan-American Petroleum & Transport 


Co. 
Reading (The) Co. 
Republic Iron & Steel Co. 
Southern Pacific Co. 
Studebaker Corporation. 
Union Pacific Railroad. 
U. S. Food Products Corp. 
United States Rubber Co. 
United States Steel Corp. 
Utah Copper Co. 
Virginia-Carolina Chemical Co. 
Westinghouse Electric & Mfg. Co. 


In the April Graphic Chart Book there is an article on “How to 
Read and Interpret Graphic Charts of Stock Exchange Securities” 
which may be worth many times the price of an annual subscription. 


The Graphic Record Service Costs $10.00 Annually 
FREE TRIAL WITHOUT OBLIGATION 
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TRIAL SUBSCRIPTION BLANK 
THE MAGAZINE OF WALL STREET, 42 BROADWAY, N. Y. C. 


Gentlemen: Please enter my name for trial subscription to your Graphic Records 
Service sending me the current volume. 
scriber at $10.00 a year or to return the sample without obligation. 
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OUR BEST COAL BEING EXHAUSTED’ 


We hold nearly one-half the coal re- 
sources of the world and have exhausted 
only 1% thereof, but not only is that 1% 
our best coal, but it has come from the 
fields most accessible to our population 
and to our industrial centers. Seventy per 
cent. of our coal is west of the Mississippi 
River, far from market and present manu- 
factures. Its use in established industry en- 
tails a prohibitively long and costly rail 
haul. The deposits are far from either 
seaboard. These best and most accessible 
coals are therefore approaching exhaus- 
tion and the industrial East must face 
this fact. At the present rate of mining, 
the Pittsburgh fields will be consumed in 
a generation ; the Pocahontas fields of Vir- 
ginia and West Virginia will last only 
two or possibly three generations. The 
coal measures of Ohio, Indiana, and IIli- 
nois are more permanent, but they are 
poorer in quality. Natural gas is the ideal 
fuel, but its quantity is limited and it, 
too, is passing —Alexander T. Fogelsong, 
First Assistant. Secretary of the Interior, 
in Leslie’s Weekly. 





FRANCE WILL SOLVE PROBLEMS 


President Sabin of the Guaranty Trust 
Company, recently returned from France, 
makes the following comment on condi- 
tions there: 

“T think it may be safely assured that 
France has turned the corner of her prob- 
lem, and while, of course, there are many 
grave questions left unsolved before her, 
she will be able to meet them, 

“Superficial judgments drawn from the 
more or less sensational discussions of 
current happenings in the newspapers in 
either England or France do not give a 
real picture of the fundamental soundness 
of their situation and the manner in which 
they are working back to the normal. The 
close relations we have developed with 
these nations and the absolute necessity of 
keeping our foreign markets open to 
American products, as a basis for our own 
prosperity, of course, make their situation 
most important to us, and it is reassuring 
to find conditions there generally so good 
—in fact, much better than I had been led 
to expect.” 





THE STOCK DIVIDEND 

Since the Supreme Court decision to the 
effect that such dividends are not subject 
to taxes, stock dividends have come much 
into favor. 

Their real value to the investor is a 
disputed point, to be determined by time. 
The benefit to the companies for the time 
being, is not a disputed point. The new 
stock répresents the equivalent of the 
profits earned by the corporation. 

To the present management of com- 
panies cash is a very desirable thing to 
have around these days. But there are 
stockholders who, when they ascertain the 
reports of earnings, are inclined to express 
a desire for some returns in no soft pedal 
voice. The directors believe the stock- 
holders should share in the prosperity of 
the corporation but still they want to use 
the money, so, a happy solution is the 
stock dividend. The stockholder gets ad- 
ditional stock and the company keeps the 
money. 
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A NEW BOOK ON 


FOREIGN EXCHANGE 
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SUCCESS FUNDAMENTALS — by 
Orison Swett Marden, generally rec- 
ognized as the foremost lay-preacher 
on success today. 

He discusses the underlying foundations 
of success, such as health, efficiency, con- 
fidence and Law of Opulence. As a final 
thought under the latter head: “Exactly 
in proportion to the degree in which you 
increase your self-confidence by the af- 
firmation of what you are determined to 
be and to do, your ability will increase.” 

Price, $2.10 postpaid. 


WHAT A SALESMAN SHOULD 
KNOW ABOUT CREDITS—by J. 
C. Aspley. 

Will help any salesman in any line of 
business to better his salesmanship and 
increase net earnings and highly recom- 
mended for office and road salesmen as it 
will aid in building up his territory and 
working in closer harmony with the Credit 
Department. The writer was for four 
years on the Editorial Staff of Printers’ 
Ink and author of Salesman’s Corre- 
spondence Manual and other books for 
salesmen. Price, $1.10 postpaid. 


TEN MINUTE TALKS WITH 
WORKERS, reprinted from the 
Times, London, Trade Supplement. 
Answers questions in straight-forward 

fashion about capital and labor and eco- 

ynomic problems in so simple a way that 
anyone can understand. It is the answer 
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‘Monday, Oct. 18 


to the soap-box orator. The object of 
these talks has been to contribute a little 
toward the fund of ascertained knowledge 
and clear thinking which are vitally nec- 
essary to those who are seeking this up- 
ward path. Price, $1.10 postpaid. 


BUSINESS ORGANIZATION AND 
ADMINISTRATION—by J. Anton 
De Haas, M.A., Ph.D., Professor of 
Business Administration at the Uni- 
versity of Washington, later at Rot- 
terdam, Holland, also lecturer at 
Columbia University. 

In this volume much space has been 
devoted to the problems of labor man- 
agement and to the payment of wages. 
These are at present our most vital in- 
dustrial problems. Price, $1.30 postpaid. 


THE PASSING OF THE GOLD 
RESERVE—by Geo. Koehler, LL.B., 
until lately connected with the 
United States Treasury Department. 
In view of the great prominence given 

to questions affecting the Gold Reserve in 

matters relating to National Finance and 

Banking at the present day you will no 

doubt be interested in “THE PASSING 

OF THE GOLD RESERVE,” a modern 

study in national finance and currency. 

The views expressed by the author are 

the result of close observation and study 

of national affairs during a public service 
of more than 30 years in the United 

States Treasury Department at Washing- 

ton. Price, $3.10 postpaid. 





MARKET STATISTICS 


N.Y.Times Dow, Jones Avgs. 
40 Bonds 20 Indus. 


Monday, Oct. 11 84.00 
Tuesday, Oct. 12........ 
Wednesday, Oct. 13.... 
Thursday, Oct. 14 
Priday, Oct, 15......++. 
Saturday, Oct. 


84.39 
85.22 
85.40 
84.96 
84.31 
84.60 
85.26 
84.65 
85.06 
85.57 


Tuesday, Oct. 19 
Wednesday, Oct. 
Thursday, Oct. 21 
Friday, Oct. 22 
Saturday, Oct. 23...... 


N. Y. Times 
—50 Stocks— 
20 Rails High Low 

83.31 82.06 80.89 

Holiday 

84.11 82.65 

84.18 83.09 

84.65 83.98 

84.05 83.21 

83.44 82.78 

83.85 82.59 

83.90 83.27 

83.27 

83.43 

83.64 


Sales 
475,706 


510,013 
537,482 
749,334 
228,702 


81.41 
82.06 
82.61 
82.48 
81.74 
81.63 
82.31 
81.83 
81.60 
82.26 
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A NEW NIGHT LETTER TELEGRAPH 
SERVICE 


FOR OUR INVESTMENT LETTER SUBSCRIBERS 


oO new Night Letter Telegraph Service sets a new high mark in service 
for our Investment Letter Subscribers. 

Our regular Investment Letter is issued every Thursday night. (Speciai 
Letters on important changes.) 


By means of our new special code we are now able to give every subscriber 
to our Investment Letter a complete summary of entire letter before the open- 
ing of the market the following day, whether he lives in New York City or 
San Francisco. . 


It is impossible to Over estimate the great value of this new service to out-of- 
town investors. It puts them right on an equality with New York subscribers 
and enables them to take full advantage of our advices the same day. 


Write us today and let us tell you all about our new service. It will put 
you under no obligation. 


WHAT OUR SERVICE COMPRISES 


The Investment Letter Service is issued by our Analytical Service Bureau 
and includes: 

(1) A regular weekly letter issued every Thursday, including special 
paragraphs on one or more securities, usually those which we consider 
attractive at the time. 

(2) Special letters issued the day important changes occur. 

(3) Monthly List of Investment Recommendations. 

(4) Suggestions in regard to your present holdings. 

(5) Personal answers to inquiries regarding securities in which you 
may be interested. 

(6) Special Night Letter Telegraph Service if desired. 


Our experts devote their entire time to digging up facts that 
affect the securities we suggest. Each security is carefully 
analyzed; local conditions as well as general conditions are care- 
fully weighed. 


With our experience and facilities for securing information it 
is only natural that we can select successful investments and judge 
the trend of prices with far greater accuracy than any individual. 


That we are succeeding is proved by the splendid letters we re- 
ceive from successful subscribers. 


The cost of this new service has been placed so low that no one 
in any way interested in security markets can afford to be without 
it. 


Fill out coupon below and we will be glad to send you a 
sample of the Investment Letter and our new Booklet showing 
how it will help YOU to increase both your income and your 


FILL OUT AND MAIL TODAY 
THE MAGAZINE OF WALL STREET, 42 Broadway, New York City 


Send me sample of your new Investment Letter and Booklet describing your new 
“Investment Letter Service”—without obligation on my part, expressed or implied. 
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U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tobér 15, 1917, to September 13, 1918. 
Puts and Calls closed out for my clients 
during 1918 returned them from $721 to 
$4,720 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fluctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 


that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
taxe advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 

















If stock market traders 
understood the advantage de- 
rived from the use of PUTS & 


CALLS, they would familiarize 
themselves with their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 


happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 


Specialist in 


Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORE 





SPECIAL OFFER TO BOND SALESMEN 


$25 FOR THE BEST LETTER 


We have frequently received letters from bond sales- 
men throughout the country telling us how The Maga- 
zine of Wall Street has helped them increase their sales 
and income. 

Hundreds of bond salesmen throughout the country 
have found the Magazine of Wall Street to be of invalu- 
able aid to them in increasing their sales. 

A frank letter from some of these successful salesmen 
as to just how The Magazine of Wall Street helps them 
make sales will be of great help to thousands of other 
salesmen throughout the country. 

With this in view we are offering the prize of $25 for 
the best letter written by a bond salesman on “How the 
Magazine of Wall Street helps me sell more Bonds.” 


The following rules must be observed: 


(1) Letter must not be less than 400 
words nor more than 800 words in 
length. 


(2) Letters must reach this office 
on or before November 22, 1920. 


Selection of the best article will rest with the Editors 
of The Magazine of Wall Street. All other letters found 
available for publication will be paid for at the rate of 
$10 per letter. Send all letters to 


BOND CONTEST EDITOR 


THE MAGAZINE OF WALL STREET 
42 BROADWAY, NEW YORK CITY 
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in stocks; my claim is I have invested 
in stocks.—J. B. S. 


One who uses his knowledge and experi- 
ence and ordinary judgment in the pur- 
chase of securities, and who buys them for 
cash with the intention of holding them 
for a profit, is no more of a gambler than 
the merchant or other business man who 
buys goods in the hope of selling them at 
a profit. 

A gambler in stocks uses neither knowl- 
edge nor judgment in his commitments, 
merely depending upon the day-to-day 
fluctuations for a profit. To such an one 


it makes little difference what a stock is 
worth so long as it moves and moves in 
his direction. 

Obviously, there is a difference between 
the gambler who stakes his all on the fall 
of a card and the speculator who uses ordi- 
nary business judgment. 





BROKERS’ INTEREST CHARGES 
Editor, THe MAGAZINE OF WALL STREET: 

Sir: I have been reading your maga- 
zine for several years, but, so far as I can 
remember, have never seen any real good 
explanation of a broker’s statement that 
is rendered monthly. I'll wager that you 
have a multitude of readers carrying ac- 
counts at brokers, but who are unable to 
understand many of the statements ren- 
dered them. I refer principally to the 
items of interest. It is easy to under- 
stand the main debits and credits when 
stocks are bought and sold, but these in- 
terest items are real mysteries in many 
cases. 

I am enclosing a statement, as an ex- 
ample, and will thank you to explain to 
me how these debit and credit interest 
items were obtained. You will notice that 
on this statement, as on all I have ever 
received, there is nothing to indicate 
whether I am being charged interest at 
7% or 11%; also, there is no way of know- 
ing simply and easily what rate of interest 
one is credited with. Is it necessary for 


brokers to keep this information from their | 


customers? It looks like a rotten and 
antiquated policy to me. 

On the statement enclosed there are two 
debit interest items and five credit interest 
items, with the final net result that only 
$1.70 interest is added to the credit bal- 
ance. But how in the world these various 
interest items were obtained is something 
that I have not been able to figure out. 
Please enlighten me. Also, why not print 
some helpful information on this subject 
in one of your forthcoming issues ?— 
G. W. W. 

There is no uniformity of interest 
charges among stock broketage houses. 
Some charge the closing rates of the day— 
some average the day’s rate, and others 
favor customers carrying large balances 
and keeping thé account active. 

The small trader carrying narrow mar- 
gins usually gets the highest rates and 
heaviest carrying charges. Interest is 
charged on debit and allowed on credits. 

For instance, you have, according to the 
statement submitted, a credit balance of 
$510.35 on May 31. On June 4, you sold 
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20 Central Leather, amounting to $1,306.20, 
thereby increasing your credit balance to 
$1,816.55, as shown on the statement in red 
ink figures. Your next transaction appears 
to have been made on June 17, when you 
sold 20 American Cotton Oil, amounting to 
$906.20, and thereby further increasing 
your credit to $2,722.75, on which you are 
allowed nine days’ interest amounting to 
$4.08, and so on. Your credit balances are 
shown in red figures. 

No interest can be charged on a short 
sale, but some not overly scrupulous brok- 
ers overcome this by what they term “car- 
rying charges.” Some brokers actually 
credit the customer with interest on short 
sales. Such a charge is of dubious inter- 
pretation, but is observed by the average 
brokerage house. 

The statement you enclose shows an in- 
terest debit charge of $5.66 on 20 Central 
Leather short. It should be a credit and 
we are constrained to believe that it is an 
unintentional error on the part of your 
broker. 

We suggest that you return the state- 
ment to your broker for revision and cor- 
rection. Inasmuch as you had a credit 
balance at all times duririg the period indi- 
cated by your statement, your interest 
credit should appear in a much larger 
amount than is shown on the statement. 





PROFITING BY EXCHANGE RATES 
Editor, THE MAGAZINE OF WALL STREET: 

Sir: If you can give space in your valu- 
able magazine for a brief answer to the 
following question, I would greatly appre- 
ciate it. 

I plan to take, next year, a vacation 
trip to Europe. How can I best take ad- 
vantage of the present exchange situation 
in buying foreign bonds to-the amount of 
my anticipated expenses on the other side? 


—F. J. B 


We do not know of any way in which 
you can take advantage of the exchange 
situation in buying foreign bonds so as to 
realize an immediate profit out of it. Your 
American money’will be worth a premium 
abroad and you could purchase the ex- 
change that you need, either on this side 
or in Europe. If the present depreciation 
of exchange on European countries should 
become less, you would, of course, realize 
a profit on any foreign bonds that you 
might own. 





HIGH TAXES HELP SMALL INVESTOR 
Editor, THE MaGazINne or WALL Street, 

Sir: I notice that you don’t say any- 
thing in regard to the effect what high 
taxes have on common and preferred 
stocks in relation to bonds that are tax 
exempt. Is this not a question that has a 
big effect on the price of stocks?—F. W. 


The high taxes on corporations show 
up in their annual reports in the form of 
a charge preceding the claims of securi- 
ties on the earnings and thus reduce the 
final net earnings applicable on the stock. 
This necessarily has the effect of making 


the stock less attractive either as an in- 
vestment or a speculation. 

Also, the fact that dividends on stocks 
are subject to the surtaxes of the in- 
come tax tends to divert the capital of 
wealthy investors from stocks into tax- 
exempt bonds. This has the effect of 
causing all classes of dividend-paying 
stocks to sell somewhat lower. 

There is no question that both these 
factors have an important influence. 
Probably most of the direct shifting from 
dividend-paying stocks into tax exempt 
bonds as a result of taxes has already 
taken place. But whenever an investor 
with a big income has new funds 
available for investment, he naturally 
looks around for the best opportunity 
and in many cases will choose tax- 
exempt bonds where before, the taxes 
were put on, he would have chosen divi- 
dend-paying stocks. 





TRUE INTEREST VS. NOMINAL 
Editor, THe Macazine or WALL Street. 

Sir: Lawrence Chamberlain, in his book 
“The Principles of Bond Investment,” 
page 408, states that the idea of apprecia- 
tion or depreciation of bonds is entirely er- 
roneous. 

If so the statement that a 4% bond 
yields, say, 5% is illusory. 

I would much appreciate your opinion 
on this important question—A. M. 


The doctrine set forth by Mr. Law- 
rence Chamberlain is quite in accord with 
general reasoning on this subject. When 
he states that many investors have the en- 
tirely erroneous idea that there is a de- 
preciation of an investment bpught above 
par, and consequently an appreciation of 
one bought below par, he merely alludes 
to the idea which the ordinary investor 
holds in the matter. 

The basis of his reasoning, of course, is 
the prevailing rate for investment capital 
at the time in which the security is pur- 
chased. In the case of a 4% bond 
costing $900.10 and running for ten years, 
the net yield of which is calculated at 
5.30%, he shows that no real ap- 
preciation in the value of the bonds takes 
place during the period of its life, even 
though the buyer receives the full face 
value at maturity. 

The reason he gives is the orthodox one, 
namely, that the gain in the investment 
sum has already been included in calcu- 
lating the ordinary “yield to maturity” on 
the original investment. 

What Mr. Chamberlain apparently bases 
his conclusion on is that the worth of in- 
vestment capital at the time of the pur- 
chase of a bond is approximately the same 
as the net yield on the investment, and 
that the difference between the fixed inter- 
est rate on the bond and the yield if held 
to maturity, represents the additional in- 
come necessary to give him the same total 
return obtained by investing his funds; in 
seme other form of security. 

The same principle applies to a bond 
selling above par. The yield to maturity 
will then be less than the “flat” or annual 
interest yield. 

Mr. Chamberlain merely sets forth the 
orthodox theory of true interest yield as 
against nominal or apparent interest. 


THE MAGAZINE OF WALL STREET 
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